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DEPARTMENT  OF  EDUCATION 

34  CFR  Parts  674, 675  and  676 

National  Direct  Student  Loan  Program, 
College  Work-Study  Program,  and 
Supplemental  Educational  Opportunity 
Grant  Program 

agency:  Department  of  Education. 
ACTION:  Final  Regulations  with 
Comments  Invited. 

summary:  The  Secretary  is  issuing 
regulations  for  the  National  Direct 
Student  Loan  (NDSL),  College  Work- 
Study  (CWS),  and  Supplemental 
Educational  Opportunity  Grant  (SEOG) 
Programs,  commonly  known  as  the 
campus  based  programs.  These 
regulations  have  been  amended  to 
implement  statutory  changes  contained 
in  the  Education  Amendments  of  1980, 
Pub.  L.  96-374.  These  regulations  also 
include  changes  in  the  funding 
procedures  for  each  of  these  programs 
(Sections  3  through  7  of  each  regulation) 
to  conform  those  procedures  to  the 
statutory  amendments. 

DATES:  Comments  must  be  received  on 
or  before  March  20, 1981.  These 
regulations  are  expected  to  take  effect 
45  days  after  they  are  transmitted  to  the 
Congress.  Regulations  are  usually 
transmitted  to  the  Congress  several  days 
before  they  are  published  in  the  Federal 
Register.  The  effective  date  is  changed  if 
the  Congress  takes  certain 
adjournments.  If  you  want  to  know  the 
effective  date  of  these  regulations,  call 
or  write  the  Department  of  Education 
contact  person. 

address:  Comments  should  be 
addressed  to  Lynn  Laverentz,  Office  of 
Student  Financial  Assistance  (Room 
4018,  ROB-3),  400  Maryland  Avenue, 
S.W.,  Washington,  D.C.  20202. 

FOR  FURTHER  INFORMATION  CONTACT: 
Lynn  Laverentz,  Telephone  (202)  245- 
9720. 

SUPPLEMENTARY  INFORMATION: 

Introduction 

The  Education  Amendments  of  1980, 
enacted  on  October  3, 1980,  amended 
the  NDSL,  CWS  and  SEOG  programs  in 
several  respects.  In  general  most  of  the 
changes  were  effective  on  October  1, 
1980.  However  with  regard  to  the 
increase  in  the  interest  rate  for  the 
NDSL  program  from  three  to  four 
percent,  the  Congress  in  December 
acted  to  postpone  the  effective  date 
from  October  1, 1980  to  July  1, 1981. 

Several  of  the  statutory  changes  affect 
the  administration  and  operation  of  the 
three  programs.  To  facilitate  the 
administration  of  these  newly  amended 
programs,  regulations  implementing 


these  changes  are  being  issued  in  final 
form.  Other  changes  of  a  minor  or 
technical  nature  have  also  been  made. 
However,  as  noted  below,  the  Secretary 
is  requesting  public  comment  on 
particular  provisions  of  the  regulations. 

The  Education  Amendments  of  1980 
made  other  changes  that  were  more 
sweeping  in  nature.  Rules  to  carry  out 
these  changes  will  be  published 
separately  as  notices  of  proposed 
rulemaking  so  that  the  public  can  be 
involved  in  the  implementation  of  these 
provisions.  For  example,  the  Act 
requires  the  establishment  of  a  common 
need  analysis  system  applicable  to  the 
Pell  Grant  and  campus-based  programs. 
The  Act  also  requires  a  common 
definition  of  "cost  of  attendance”  that  is 
applicable  not  only  to  the  campus-based 
programs  but  also  to  the  Pell  Grant,  the 
Guaranteed  Student  Loan,  and  Parent 
Loans  for  Undergraduate  Students 
programs  which  will  be  published  as 
separate  regulations. 

The  Education  Amendments  also 
authorized  an  alternative  source  of 
funding  for  the  NDSL  Program  under 
which,  to  the  extent  provided  in 
appropriations  acts,  the  Secretary  would 
borrow  from  the  Federal  Financing  Bank 
to  obtain  NDSL  capital.  If  NDSL  capital 
is  provided  through  this  new  method  of 
funding  in  a  particular  year,  several 
significant  program  changes  would 
result  in  that  year.  For  example,  no 
institutional  capital  contribution  would 
be  required,  and  institutions  could 
choose  to  assign  collection 
responsibility  to  the  Education 
Department  on  all  loans  made  from 
funds  obtained  in  the  new  way. 
Numerous  changes  in  the  regulations 
will  be  required  to  implement  policies 
and  procedures  related  to  these  new 
provisions.  A  notice  of  proposed 
rulemaking  with  regard  to  this  area  will 
be  published  to  allow  for  public 
comment. 

Summary  of  Major  Changes. 

A  summary  of  major  changes  follows: 

1.  Changes  in  the  procedures  for 
distributing  funds  to  institutions. 

a.  Conditional  guarantee.  The 
Education  Amendments  of  1980 
amended  tin  SEOG  and  CWS  statutes 
to  provide  that  institutions  are  to  receive 
each  year  no  less  than  their 
expenditures  under  each  program  in  the 
1979-80  award  year.  Under  the  CWS 


The  new  statutory  provisions  also 
prohibit  the  Secretary  from  penalizing 
an  institution  that  is  required  by  State 


program,  however,  the  statute  provides 
that  an  institution  may  receive  less  than 
its  1979-80  expenditures  if  it  undergoes 
a  substantial  reduction  in  enrollment. 
Accordingly,  the  conditional  guarantee 
provisions  of  the  CWS  and  SEOG 
regulations  (§§  675.6(b)  and  676.6(b)) 
have  been  revised  to  reflect  that  change. 
The  provisions  dealing  with  institutions 
that  did  not  receive  funds  in  either 
program  for  the  1979-80  award  year,  i.e. 
first  and  second  time  participants,  were 
not  changed. 

b.  Need  of  institutions  for  SEOG  and 
self-help  funds.  Institutions  that  are 
awarded  funds  in  excess  of  their 
conditional  guarantees  receive  those 
funds  on  the  basis  of  a  formula  that  was 
premised  on  the  view  that  70  percent  of 
a  student’s  financial  need  should  be 
provided  in  the  form  of  grants  and  that 
the  remaining  30  percent  should  be 
provided  in  the  form  of  work  and  loans 
(self-help).  The  Education  Amendments 
of  1980  changed  this  premise  by 
providing  that  75  percent  of  a  student’s 
financial  aid  package  be  provided  in  the 
form  of  grants.  The  Amendments  also 
specified  a  formula  for  determining  the 
need  of  an  institution  for  SEOG  funds 
which  incorporated  this  view. 

The  SEOG  formula,  before  the 
enactment  of  Pub.  L.  96-374,  provided 
that  an  institution’s  SEOG  need  equaled 
70  percent  of  the  cost  of  education  of  the 
institution’s  eligible  undergraduate 
students  minus  the  sum  of  (1)  the 
expected  family  contribution  of  those 
students,  (2)  Pell  Grants  (formerly  called 
the  Basic  Grants)  received  by  those 
students,  (3)  State  Grants  the  students 
received  in  award  year  1977-78,  and  (4) 
50  percent  of  institutional  grants  they 
received  in  award  year  1977-78. 

The  new  statutory  formula  for 
determining  an  institution’s  need  for 
SEOG  funds  for  each  award  year 
provides  that  the  institution’s  SEOG 
need  equals  75  percent  of  the  cost  of 
education  of  the  institution’s  eligible 
undergraduate  students  minus  the  sum 
of  (1)  the  expected  family  contribution 
of  these  students,  (2)  the  Pell  Grants 
received  by  these  students,  (3)  the  State 
Student  Incentive  Grants  (SSIG)  these 
students  received  and  (4)  25  percent  of 
institutional  grants  they  received. 

The  Secretary  has  devised  the 
following  formula  in' these  regulations 
for  determining  the  SSIG  figure: 


law  to  provide  student  grants  from  its 
own  funds  if  the  institution  is  not  free 
under  State  law  in  effect  on  January  1, 


SSIG  = 


State's  total  SSIG  (Federal  plus  match)  X 
Total  undergraduate  State  grants 


Institution' s 
total  under¬ 
graduate  State 
grants 
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1979  to  select  the  recipients  or  adjust  the 
criteria  by  which  the  recipients  are 
selected.  In  addition,  because  some 
institutions  contribute  to  the  State's 
share  of  its  SSIG  awards,  the  funds 
these  institutions  contribute  are  not 
included  in  determining  the  amount  of 
institutional  grants.  These  provisions 
are  reflected  in  §  676.6  (c)  and  (d). 

The  new  statutory  formula  for 
determining  an  institution’s  need  for 
SEOG  funds  also  required  a  change  in 
the  formulas  used  in  the  NDSL  and  CWS 
programs  to  measure  an  institution’s 
need  for  work  and  loans  (self-help)  for 
its  undergraduate  students.  Accordingly, 
§  §  674.6(e)  and  675.6(e)  were  revised  to 
reflect  the  view  that  self-help  should  be 
25  percent  rather  than  30  percent  of  an 
undergraduate  student’s  financial  aid 
package. 

c.  Eligible  students.  The  Secretary  is 
clarifying  the  definition  of  eligible 
students  (§  6(c)(3)(ii)  in  each  program) 
used  in  determining  the  self-help  and 
SEOG  need  of  an  institution. 

d.  Calculation  of  Federal  capital 
contribution — NDSL  default  rate.  The 
Secretary  is  liberalizing  §  674.6a  to 
permit  an  institution  to  exclude,  when 
calculating  its  default  rate,  notes  that  it 
assigns  to  the  Secretary  during  the  base 
year.  The  current  regulation  permits  the 
institution  to  exclude  from  its  default 
rate  only  those  notes  assigned  or 
referred  on  or  before  September  15, 

1979. 

Student  living  expenses  and  Expected 
Family  Contribution  (EFC) 

The  student  living  expense  figure  used 
in  the  funding  formulas  is  updated 
annually.  For  the  1980-81  award  year, 
the  national  average  was  $2,600.  For  the 
1981-82  award  year,  the  national 
average  is  $2,800.  The  EFCs  are  also 
updated  annually  and  are  disseminated 
in  The  Bulletin  and  other  appropriate 
publications. 

2.  NDSL. 

Except  for  the  increase  in  the  interest 
rate,  changes  in  the  NDSL  program  are 
effective  for  loans  made  on  or  after 
October  1, 1980. 

a.  The  interest  rate  for  the  NDSL 
program  is  increased  to  four  percent 
from  three  percent  effective  July  1, 1981. 
(§§  674.32  and  674.33) 

b.  The  first  grace  period  is  reduced 
from  nine  months  to  six  months. 

(§§  674.2  and  674.32).  However  a 
borrower  is  now  entitled  to  additional 
six  month  grace  periods.  (See  paragraph 
h  below). 

c.  Three  new  deferments  are 
authorized  for  periods  up  to  a  maximum 


of  three  years.  The  deferments  are  for 
full-time  volunteer  service,  comparable 
to  Peace  Corps  or  VISTA  volunteer 
service,  in  a  tax-exempt  organization; 
for  temporary  total  disability  of  the 
borrower  or  of  his  or  her  spouse  if  the 
disability  of  the  spouse  prevents  the 
borrower  from  working;  and  for  service 
as  an  officer  in  the  Commissioned  Corps 
of  the  U.S.  Public  Health  Service. 

(§  674.34a) 

d.  There  is  an  additional  deferment  for 
a  period  of  up  to  a  maximum  of  two 
years  for  an  internship  required  for 
professional  practice  or  service. 

(§  674.34a) 

e.  A  provision  has  been  added 
permitting  the  extension  of  a  borrower’s 
repayment  period  for  up  to  10  additional 
years  if  the  borrower  becomes  a  “low- 
income  individual”  during  the 
repayment  period.  (§  674.32) 

f.  The  definition  of  “handicapped 
children”  for  purposes  of  cancelling 
NDSL  loans  for  teaching  handicapped 
children  is  expanded  to  include  children 
with  specific  learning  disabilities  and 
orthopedically  handicapped  children. 
This  new  definition  is  the  one  contained 
in  section  602(1)  of  the  Education  of  the 
Handicapped  Act.  (§  674.51) 

g.  Aggregate  loan  limits  are  increased 
to  $12,000  from  $10,000  for  a  graduate 
student,  to  $6,000  from  $5,000  for  a 
student  who  has  completed  two 
academic  years  of  study  towards  a 
bachelor’s  degree,  and  to  $3,000  from 
$2,500  for  a  student  who  has  not 
completed  two  academic  years  of  study 
toward  a  bachelor’s  degree.  (§  674.31) 

h.  Borrowers  now  are  entitled  to  a  six- 
month  grace  period  after  each  deferment 
for  study,  service  or  disability. 

(§§674.32  and  674.34a) 

i.  Institutions  are  required  to  provide 
NDSL  borrowers  with  specific 
information  about  these  loans  (§  674.16) 

j.  The  Secretary  is  authorized  to  enter 
into  agreements  with  credit  bureau 
organizations  to  provide  for  an 
exchange  of  information  on  borrowers 
whose  loans  are  in  default  and  have 
been  referred  to  the  Secretary  for 
collection.  (§  674.32) 

k.  The  portion  of  NDSL  loans  that  are 
cancelled  are  not  considered  income  for 
purposes  of  paying  Federal  income 
taxes.  (§  674.58) 

3.  CWS. 

a.  The  minimum  wage  rate  under  the 
CWS  program  is  the  minimum  wage 
required  under  the  Fair  Labor  Standards 
Act.  Subminimum  wage  rates  are  no 
longer  permissible.  The  minimum  wage 
rate  through  December  31, 1980,  was 
$3.10  per  hour.  Effective  January  1, 1981, 
the  minimum  wage  rate  is  $3.35  per  hour. 
This  provision  was  effective  on  October 
1, 1980.  (§  675.24) 


b.  An  institution  may  carry  forward 
up  to  10  percent  of  its  CWS  allocation 
for  one  award  year  to  the  next  award 
year.  In  addition,  the  institution  may 
spend  an  amount  determined  by  the 
Secretary  that  may  be  up  to  10  percent 
of  its  allocation  for  one  award  year  in 
and  for  expenses  incurred  in  the 
preceding  award  year.  Thus,  an 
institution  may  carry  forward  into  1981- 
82,  up  to  10  percent  of  its  1980-81  award 
year  allocation,  or  may  use  up  to  10 
percent  of  its  1981-82  allocation  in 
award  year  1980-81.  (§  675.18) 

c.  Where  possible,  institutions  are  to 
provide  employment  under  the  CWS 
program  that  complements  and 
reinforces  the  educational  or  vocational 
goals  of  student  recipients.  (§  675.8) 

d.  The  amount  of  funds  an  institution 
may  use  for  its  Job  Location  and 
Development  Program  is  increased  to 
$25,000  from  $15,000  as  long  as  that 
amount  does  not  exceed  10  percent  of  its 
CWS  allocation.  (§  675.32) 

e.  An  institution  may  provide 
employment  to  students  in  a  Community 
Service  Learning  program.  However,  the 
rules  governing  the  employment  of 
students  under  this  program  are  the 
same  as  those  that  govern  the  CWS 
program.  (§  675.28) 

4.  CWS  and  SEOG. 

In  both  the  CWS  and  SEOG  programs, 
an  institution  may  use  up  to  10  percent 
of  its  allocation  to  pay  eligible  students 
who  are  enrolled  as  less  than  half-time 
students.  (§§  675.9  and  676.9) 

5.  SEOG. 

a.  A  student  no  longer  needs  to  have 
exceptional  financial  need  to  be  eligible 
to  receive  a  grant. 

b.  The  limitations  regarding  the 
maximum  aggregate  amount  of  grants  a 
student  may  receive  and  the  maximum 
number  of  years  of  SEOG  eligibility 
have  been  eliminated.  The  only 
restriction  that  remains  is  that  a 
student’s  eligibility  to  receive  SEOG 
funds  expires  when  the  student  earns 
his  or  her  first  undergraduate 
baccalaureate  degree.  (§  676.22) 

c.  The  annual  maximum  grant 
permitted  per  academic  year  is  raised  to 
$2,000  from  $1,500.  (§  676.24) 

d.  The  SEOG  provision  limiting  the 
amount  of  a  grant  to  one-half  of  the  sum 
of  the  total  of  financial  aid  made 
available  to  the  student  through  the 
institution  has  been  deleted.  This 
limitation  was  formerly  contained  in 

§  176.16. 

e.  An  institution  may  shift  funds 
between  SEOG  Initial  year  and 
Continuing  year  funds  as  it  determines 
best  suits  the  needs  of  its  students. 

(§  676.18) 
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6.  Administrative  cost  allowance — 
NDSL,  CWS&SEOG. 

a.  The  method  of  calculating  the 
administrative  cost  allowance  has  been 
changed.  It  is  now  based  on  an 
institution’s  total  expenditures  for  all  of 
the  campus  based  programs  except  for 
expenditures  for  the  CWS  Community 
Service  Learning  Program.  Moreover,  the 
amount  of  the  allowance  has  been 
increased.  The  requirement  that  the 
allowance  be  used  first  to  pay  the  costs 
of  providing  consumer  information 
services  has  been  deleted.  The 
institution  still  retains  the  responsibility 
to  provide  this  information  to  its 
enrolled  and  prospective  students. 
However,  the  cost  of  meeting  this 
requirement  is  considered  a  cost  of 
administration.  (§§  674.18(c),  675.18(b), 
and  676.18(b)) 

b.  Under  the  CWS  program,  if  an 
institution  provides  employment  to  its 
students  under  a  Community  Service 
Learning  program,  it  is  entitled  to  10 
percent  of  its  CWS  expenditures  for  that 
purpose  for  administrative  expenses. 

7.  Statement  of  educational  purpose. 

The  Education  Amendments  of  1980 

deleted  the  requirement  that  a  student 
sign  an  affidavit  of  educational  purpose. 
In  its  stead  is  a  statement  of  educational 
purpose.  The  regulations  for  each 
program  have  been  simplified  (§  .16  for 
each  program)  to  reflect  this  change. 

Miscellaneous 

Other  changes  of  a  minor  technical 
nature  have  been  made  to  facilitate  the 
proper  administration  of  these  programs. 
In  addition,  several  provisions  have 
been  deleted.  Some  have  been  deleted 
because  changes  in  the  law  make  them 
unnecessary.  An  example  of  this  type  of 
deletion  is,  the  definition  of  “good 
standing”.  Others  have  been  deleted 
because  they  have  been  codified  in  the 
Student  Assistance  General  Provisions, 
34  CFR  Part  668.  These  include,  for 
example,  the  definitions  of  an 
“institution  of  higher  education"  and 
“recognized  equivalent  of  a  high  school 
diploma.” 

Waiver  of  Proposed  Rulemaking 
Procedures 

In  accordance  with  Section 
431(b)(2)(A)  of  the  General  Education 
Provisions  Act  (20  U.S.C.  1232(b)(2)(A)), 
it  has  been  the  practice  of  the  Secretary 
to  offer  interested  parties  the 
opportunity  to  comment  on  proposed 
regulations.  The  Secretary  then  reviews 
these  comments  and  makes  appropriate 
changes  before  republishing  the 
regulations  in  final  form. 

For  the  reasons  described  in  the 
following  paragraph,  the  use  of  that 
practice  in  connection  with  the 


provisions  of  these  regulations  is 
unnecessary  and  contrary  to  the  public 
interest  under  5  U.S.C.  553(b).  However, 
the  Secretary  invites  the  public  to 
comment  on  these  regulations  and  will 
consider  appropriate  comments  before 
publishing  the  regulations  again. 

The  Secretary  has  waived  proposed 
rulemaking  procedures  because  the 
regulatory  changes  mainly  reflect  the 
statutory  changes  made  by  the 
Education  Amendments  of  1980  and  the 
other  changes  are  of  a  minor  or 
technical  nature.  In  addition,  the 
Secretary  wishes  to  give  the  higher 
education  community  an  explanation  of 
the  changes  as  early  as  possible. 
Accordingly,  in  this  instance,  the 
Secretary  is  publishing  these  rules  as 
final  regulations. 

Comments  requested 

While  the  Secretary  is  publishing 
these  rules  as  final  regulations,  the 
Secretary  is  requesting  public  comments 
on  provisions  dealing  with  certain  new 
deferment  (§  674.34a)  and  repayment 
(§  674.32)  provisions  in  the  NDSL 
program  and  with  the  Community 
Service  Learning  program  in  the  CWS 
program  (§  675.28).  The  Secretary  is  also 
requesting  comments  on  the  definitions 
of  half-time  student  and  on  whether 
common  definitions  and  provisions 
should  be  deleted  from  each  program 
part  and  consolidated  in  one 
comprehensive  part  which  would  govern 
all  the  Title  IV  student  assistance 
programs.  With  regard  to  the  latter 
issue,  the  current  practice  for  the 
campus  based  program  regulations  is  to 
indicate  with  an  asterisk  the  provisions 
that  are  common  to  all  three  programs. 

The  Secretary  is  also  requesting 
comments  concerning  the  SSIG  formula 
used  for  determining  an  institution’s 
SEOG  need  (§  676.6)  and  the  funding 
procedures  (§§  3  through  7)  for  the  1982- 
83  award  year. 

Section  464(c)  of  the  Higher  Education 
Act  (HEA)  was  amended  by  the 
Education  Amendments  of  1980  to 
include  deferments  for  up  to  three  years 
for  service  comparable  to  the  service 
provided  in  the  Peace  Corps  or  ACTION 
programs  if  such  service  was  provided 
by  borrowers  who  were  full-time 
volunteers  in  an  agency  exempt  from 
taxes  under  section  501(c)(3)  of  the 
Internal  Revenue  Code. 

The  Secretary  specifically  requests 
comments  concerning  the  meaning  of 
this  provision.  For  example,  should  the 
deferment  be  limited  to  borrowers  who 
serve  only  the  type  of  population  that 
Peace  Corps  and  ACTION  Agency 
volunteers  serve;  should  the  deferment 
be  limited  to  volunteers  who  do  not  earn 
more  than  Peace  Corps  and  ACTION 


Agency  volunteers  earn;  and  should  the 
deferment  be  limited  to  borrowers  who 
provide  direct  service  to  the  target 
populations  or  should  it  include  support 
staff  of  the  volunteer  agency? 

Section  464(c)  also  provides  for  a 
deferment  of  up  to  two  years  for  a 
borrower  who  is  serving  an  internship 
that  is  required  in  order  to  receive 
professional  recognition  required  to 
begin  professional  practice  or  service.  A 
medical  residency  is  an  example  of  this 
type  of  internship  since  medical  school 
graduates  are  required  to  complete  a 
residency  before  they  can  be  licensed  to 
practice  medicine  in  most  States.  The 
Secretary  requests  comments  on  this 
provision  including  information 
regarding  the  types  of  required 
internships. 

Section  464(c)  was  also  amended  by 
the  Education  Amendments  of  1980  to 
provide  for  an  extended  repayment 
period  for  a  “low-income  individual". 

The  Community  Service  Learning 
Program  of  the  CWS  program  authorized 
by  section  448  of  the  HEA  specifically 
authorizes  CWS  students  to  provide 
services  to  “low-income  individuals” 
under  a  Community  Service  Learning 
Program. 

The  NDSL  and  CWS  programs  are 
both  authorized  by  Title  IV  of  the  HEA 
as  are  the  Special  Services  for 
Disadvantaged  Students  Programs 
(TRIO)  (Title  IV-A-4).  The  TRIO 
programs  are  designed  to  assist  low- 
income  individuals  and  the  statute 
authorizing  these  programs  includes  a 
definition  of  a  low-income  individual. 
The  Secretary  has  adopted  that 
definition — "An  individual  from  a  family 
whose  taxable  income  for  the  preceding 
year  did  not  exceed  150  per  centum  of 
an  amount  equal  to  the  poverty  level 
determined  by  using  criteria  of  poverty 
established  by  the  Bureau  of  the  Census 
“ — for  both  the  NDSL  and  CWS 
programs. 

The  Secretary  requests  comments  on 
whether  this  definition  is  appropriate  for 
either  of  these  programs,  whether 
another  definition  would  be  more 
appropriate  for  either  or  both  the  NDSL 
and  the  CWS  programs,  and  whether  the 
definition  selected  for  one  program 
should  be  used  for  the  other  program. 

The  regulations  for  the  Community 
Service  Learning  program  set  forth  in 
§  675.28  are  basically  a  restatement  of 
section  448  of  the  Higher  Education  Act 
which  authorizes  the  activities  listed. 
The  Secretary  requests  comments 
regarding  the  scope  and  meaning  of 
these  provisions.  In  commenting, 
readers  are  reminded  that  the  rules 
regarding  the  employment  of  students  in 
this  activity  are  the  same  as  those  that 
apply  to  all  CWS  employment. 
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All  comments  submitted  in  response 
to  these  proposed  regulations  will  be 
available  for  public  inspection,  during 
and  after  the  comment  period,  in  Room 
4018,  ROB-3,  7th  and  D  Streets  S.W., 
Washington,  D.C.,  between  the  hours  of 
8:30  a.m.  and  4:00  p.m.,  Monday  through 
Friday  of  each  week  except  Federal 
holidays. 

Regulatory  Flexibility  Act  Analysis 

The  Regulatory  Flexibility  Act  (Pub.  L. 
96-354,  enacted  Sept.  19, 1980)  requires 
each  Federal  agency  to  prepare  an 
initial  regulatory  flexibility  analysis  and 
a  final  regulatory  flexibility  analysis  for 
each  regulation  that — 

(1)  Is  published  as  a  notice  of 
proposed  rulemaking  after  January  1, 
1981,  and 

(2)  Has  a  significant  economic  impact 
on  a  substantial  number  of  small 
businesses,  small  organizations,  or  small 
governmental  jurisdictions. 

Because  the  Department  has  not  yet 
established  its  own  definitions  of  “small 
organization”  and  “small  governmental 
jurisdiction”,  as  contemplated  by  the 
Act,  it  is  not  possible  to  prepare  a  full 
initial  regulatory  flexibility  analysis  at 
this  time.  Further,  since  these 
regulations  were  required  by  statute  to 
be  published  in  final  no  later  than  May 
31, 1981,  it  is  impracticable  to  delay 
publication  while  the  necessary 
definitions  are  being  developed.  In  these 
circumstances,  the  Regulatory 
Flexibility  Act  permits  a  waiver  or  delay 
of  the  initial  regulatory  flexibility 
analysis.  If  it  is  later  determined  that 
these  regulations  are  subject  to  that  Act, 
the  Secretary  will  prepare  the  necessary 
analyses  in  conjunction  with  the 
issuance  of  later  regulations. 

As  an  interim  measure,  this  preamble, 
to  the  maximum  extent  possible, 
includes  information  of  the  kind 
contemplated  by  the  Regulatory 
Flexibility  Act,  including  the  reasons  for 
the  regulations,  the  objectives  and  legal 
basis  for  the  regulations,  and  any 
significant  issues  and  alternatives  for 
consideration  by  the  public.  To  assist 
the  Department  in  determining  whether 
the  Regulatory  Flexibility  Act  applies  to 
these  regulations  and  in  complying  with 
the  Act’s  requirements,  public  comment 
is  especially  invited  on  the  following 
matters: 

(1)  The  number  and  kind  of  small 
businesses,  small  organizations,  and 
small  governmental  jurisdictions 
affected  by  the  campus  based  program 
regulations; 

(2)  The  reporting,  recordkeeping,  and 
compliance  burdens  imposed  by  these 
regulations; 


(3)  The  type  of  professional  skills 
necessary  for  preparation  of  any  reports 
or  records  required  by  these  regulations; 

(4)  Any  Federal  rules  that  may 
duplicate,  overlap,  or  conflict  with  these 
regulations; 

(5)  Any  significant  alternatives  that 
would  accomplish  the  purposes  of  the 
applicable  statute  but  would  minimize 
any  significant  economic  impact  of  these 
regulations  on  small  entities  (small 
businesses,  small  organizations,  and 
small  governmental  jurisdictions).  The 
Secretary  is  particularly  interested  in 
suggestions  for  alternatives  such  as  the 
following: 

•  The  establishment  of  differing 
reporting  or  compliance  requirements  or 
timetables  that  take  into  account  the 
resources  available  to  small  entities. 

•  The  clarification,  consolidation,  or 
simplification  of  compliance  and 
reporting  requirements  for  small  entities. 

•  The  use  of  performance  rather  than 
design  standards. 

•  An  exemption  for  small  entities 
from  coverage  of  part  or  all  of  the 
regulations. 

Citation  of  Legal  Authority 

A  citation  of  statutory  or  other  legal 
authority  is  placed  in  parentheses  on  the 
line  following  each  substantive 
provision  of  these  regulations. 

Assessment  of  Educational  Impact 

The  Department  particularly  requests 
comments  on  whether  the  regulations  in 
this  document  would  require 
transmission  of  information  that  is 
already  being  gathered  by  or  is 
available  from  any  other  agency  or 
authority  of  the  United  States. 

(Catalog  of  Federal  Domestic  Assistance 
Numbers  84.038  National  Direct  Student  Loan 
Program;  84.033  College  Work-Study  Program; 
and  84.007  Supplemental  Educational 
Opportunity  Grant  Program) 

Dated:  January  8, 1981. 

Shirley  M.  Hufstedler, 

Secretary  of  Education. 

1.  Part  674  of  Title  34  of  the  Code  of 
Federal  Regulations  is  revised  to  read  as 
follows: 

PART  674— NATIONAL  DIRECT 
STUDENT  LOAN  PROGRAM 

Note. — An  asterisk  (*)  indicates  provisions 
that  are  common  to  Part  674,  675,  and  676. 

The  use  of  asterisks  will  assure  participating 
institutions  that  a  provision  of  one  regulation 
is  identical  to  the  corresponding  provisions  in 
the  other  two. 

Subpart  A— General  Provisions 

Sec. 

674.1  Purpose  and  identification  of 
common  provisions. 

674.2  Definitions. 


Sec. 

674.3  Apportionment  and  reapportionment 
of  Federal  capital  contributions  to  States. 

674.4  Allocation,  reallocation,  and 
payment  to  institutions. 

674.5  Application. 

674.6  Funding  procedures. 

674.6  i  Funding  Procedures — Federal 
capital  contribution  (FCC). 

674.7  Application  review — approval  of 
request. 

674.8  Institutional  agreement.  . 

674.9  Student  eligibility. 

674.10  Special  sessions. 

*674.11  Cost  of  attendance. 

*674.12  Expected  family  contribution. 

*674.13  Approved  need  analysis  systems. 

*674.14  Coordination  of  student  financial 

aid  programs,  loan  amount,  and 
overaward. 

674.15  Coordination  with  BIA  grants. 

674.16  Making  and  disbursing  loans. 

*674.17  Federal  interest  in  allocated  funds — 

Transfer  of  loan  fund. 

674.18  Use  of  funds. 

674.19  Fiscal  procedures  and  records. 

674.20  Compliance  with  truth  in  lending 
and  equal  credit  opportunity 
requirements. 

674.21  Deposit  of  institutional  capital 
contributions  into  Fund. 

Subpart  B— Terms  of  Loans 

674.31  Defense  and  Direct  loan  maximums 
for  students. 

674.32  Promissory  note — loan  repayment. 

674.33  Minimum  repayment  rates. 

674.34  Deferment  of  repayment— Defense 
or  Direct  loans  made  on  or  before 
September  30, 1980. 

674.34a  Deferment  of  repayment — Direct 
loans  made  on  or  after  October  1, 1980. 

674.35  Postponement  of  loan  repayments 
in  anticipation  of  cancellation. 

674.36  Treatment  of  loan  repayments 
where  cancellation,  loan  repayments, 
and  minimum  monthly  repayments  apply. 

Subpart  C— Loan  Collection— Due  Diligence 

674.41  [Reserved] 

674.42  Due  diligence. 

674.43  Contact  with  the  borrower  prior  to 
repayment  period. 

674.44  Billing  procedures. 

674.45  Address  searches. 

674.46  Collection  and  litigation  procedures. 

674.47  Other  collection  and  litigation  costs. 

674.48  Use  of  fiscal  agent. 

674.49  Commonly  owned  billing  service 
and  collection  agency. 

674.50  Bankruptcy  of  borrower. 

Subpart  D— Loan  Cancellation 

674.51  Special  definitions. 

674.52  Cancellation  procedures. 

674.53  Teacher  cancellation — Defense 
loan. 

674.54  Teacher  cancellation — Direct  loan. 

674.55  Cancellation  for  service  in  a  Head 
Start  Program. 

674.56  Cancellation  for  military  service. 

674.57  Cancellation  for  death  or  disability. 

674.58  No  cancellation  for  prior  service — 
No  repayment  refunded— Cancellations 
not  considered  taxable  income. 

674.59  Reimbursement  to  institutions  for 
loan  cancellation. 
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Appendix  A — Allotment  of  funds  to  States  for 
fiscal  year  1972. 

Appendix  B — Sample  promissory  note. 
Appendix  C — Examples  for  computing 
penalty  charges. 

Appendix  D — [Reserved] 

Appendix  E — Affidavit  of  Educational 
Purpose. 

Authority:  Title  IV,  Part  E  of  the  Higher 
Education  Act  of  1965,  as  amended  (20  U.S.C. 
1087aa-1087ii),  and  Title  II  of  the  National 
Defense  Education  Act  of  1958,  as  amended, 
(20  U.S.C.  421-429),  unless  otherwise  noted. 

Subpart  A— General  Provisions 

§  674.1  Purpose  and  identification  of 
common  provisions. 

(a)  The  National  Direct  Student  Loan 
Program  (NDSL)  provides  low-interest 
loans  in  institutions  of  higher  education 
to  help  financially  needy  students  pay 
their  educational  costs. 

(b) (1)  The  National  Direct  Student 
Loan  Program  authorized  by  Title  IV-E 
of  the  Higher  Education  Act  of  1965  is  a 
continuation  of  the  National  Defense 
Student  Loan  Program  authorized  by 
Title  II  of  the  National  Defense 
Education  Act  of  1958.  All  rights, 
privileges,  duties,  functions,  and 
obligations  existing  under  Title  II  before 
the  enactment  of  Title  IV-E  continue  to 
exist. 

(2)  The  Secretary  considers  any 
student  loan  fund  established  under 
Title  II  to  have  been  established  under 
Title  IV-E.  The  assets  of  an  institution’s 
student  loan  fund  established  under 
Title  II  are  assets  of  the  institution’s 
student  loan  fund  established  under 
Title  IV-E. 

*(c)  Provisions  in  these  regulations 
that  are  common  to  all  campus-based 
regulations  are  identified  with  an 
asterisk. 

(20  U.S.C.  1087aa-1087ii,  Pub.  L  92-318, 
section  137(d)(1)) 

§674.2  Definitions. 

The  following  definitions  are  set  forth 
in  Subpart  A  of  the  Student  Assistance 
General  Provisions,  34  CFR  Part  668, 
Subpart  A: 

Ability  to  Benefit; 

Institution  of  higher  education 
(including  Public  or  Private  nonprofit 
institution  of  higher  education, 
proprietary  institution  of  higher 
education,  and  postsecondary 
vocational  institution); 

One-year  training  program; 
Recognized  equivalent  of  a  high 
school  diploma;  and 
Six-month  training  program. 

Other  definitions  used  in  this  part  are: 

*  Academic  year:  A  period  of  time  in 


which  a  full-time  student  is  expected  to 
complete — 

(a)  The  equivalent  of  at  least  2 
semesters,  2  trimesters,  or  3  quarters  at 
an  institution  using  credit  hours;  or 

(b)  At  least  900  clock  hours  of  training 
for  each  program  at  an  institution  using 
clock  hours. 

Act:  Title  IV-E  of  the  Higher 
Education  Act  of  1965  (HEA). 

*  Award  year:  The  period  of  time 
between  July  1  of  one  year  and  June  30 
of  the  following  year. 

*  Campus  Based  Programs:  (a)  The 
National  Direct  Student  Loan  Program 
(NDSL-34  CFR  Part  674); 

(b)  The  College  Work-Study  Program 
(CWS-34  CFR  Part  675);  and 

(c)  The  Supplemental  Educational 
Opportunity  Grant  Program  (SEOG-34 
CFR  Part  676). 

*  Clock  Hour:  The  equivalent  of — 

(a)  A  50  to  60  minute  class,  lecture,  or 
recitation;  or 

(b)  A  50  to  60  minute  faculty 
supervised  laboratory,  shop  training,  or 
internship. 

College  Work-Study  Program  (CWS): 
The  part-time  employment  program  for 
students  authorized  by  Title  IV-C  of  the 
HEA. 

(42  U.S.C.  2751-2756b) 

(20  U.S.C.  1141(f)) 

Default  or  in  default:  (a)  The  failure  of 
a  borrower  to — 

(1)  Make  an  installment  payment 
when  due;  or 

(2)  Comply  with  other  terms  of  the 
promissory  note. 

(b)  Notwithstanding  paragraph  (a),  if 
the  institution  reasonably  concludes 
from  written  contacts  with  the  borrower 
that  he  or  she  intends  to  repay  the  loan, 
the  borrower  is  not  considered  in 
default. 

(c)  Except  as  provided  in  §  674.9,  the 
Secretary  considers  a  loan  discharged  in 
bankruptcy  not  to  be  in  default. 

Default  rate:  Represented  as  a 
fraction: 

Defaulted  principal  amount  outstanding 
Matured  loans 

Defaulted  principal  amount 
outstanding:  The  total  amount  borrowed 
that  has  reached  the  repayment  stage 
minus  any  principal  amount  repaid  or 
canceled  on  loans — 

(a)  Repayable  monthly  and  in  default 
at  least  120  days;  and 

(b)  Repayable  less  frequently  and  in 
default  at  least  180  days. 


Defense  loan:  A  loan  made  before  July 

1. 1972,  under  Title  II  of  the  National 
Defense  Education  Act  (20  U.S.C.  421- 
429). 

*  Dependent  student:  A  student  who 
does  not  qualify  as  an  independent 
student  (see  independent  student). 

Direct  loan:  A  loan  made  after  June 

30. 1972,  under  the  Act. 

Eligible  Program: 

A  program  of  eduction  or  training 
that — 

*(a)  Admits  as  regular  students  only 
persons  who — 

(1)  Have  a  high  school  diploma; 

(2)  Have  a  General  Education 
Development  Certificate  (GED)  or  a 
State  certificate  received  after  passing  a 
State  authorized  examination  which  the 
State  recognizes  as  the  equivalent  of  a 
high  school  diploma;  or 

(3)  Are  beyond  the  age  of  compulsory 
school  attendance  in  the  State  in  which 
the  institution  is  located,  and  have  the 
ability  to  benefit  from  the  education  or 
training  offered;  and 

(b)(1)  Leads  to  a  bachelor,  associate, 
graduate,  or  professional  degree; 

(2)  Is  at  least  a  2  year  program  that  is 
acceptable  for  full  credit  toward  a 
bachelor  degree; 

(3)  Is  at  least  a  1  year  program  leading 
to  a  certificate  or  degree  that  prepares  a 
student  for  gainful  employment  in  a 
recognized  occupation;  or 

(4)  Is,  for  a  proprietary  institution  or  a 
postsecondary  vocational  institution,  at 
least  a  six-month  program  leading  to  a 
certificate  or  degree  which  prepares 
students  for  gainful  employment  in  a 
recognized  occupation. 

*  Expected  family  contribution:  The 
amount  a  student  and  his  or  her  spouse 
and  family  are  expected  to  pay  toward 
his  or  her  cost  of  attendance. 

Federal  capital  contribution:  The 
portion  of  a  Fund  allocated  to  an 
institution  under  §  674.4. 

*  Financial  need:  The  difference 
between  a  student's  cost  of  attendance 
and  his  or  her  expected  family 
contribution. 

Fund  (National  Direct  Student  Loan 
Fund):  A  fund  established  and 
maintained  according  to  §  674.8. 

Grace  period: 

(a)  For  loans  made  before  October  1, 
1980,  the  grace  period  is  a  period  of  nine 
consecutive  months  starting  from  the 
date  the  borrower  ceases  to  be  at  least  a 
half-time  student  at  an  institution  of 
higher  education; 

(b)  For  loans  made  on  or  after  October 
1, 1980,  the  grace  period  is  a  period  of 
six  consecutive  months  starting  from — 
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(1)  The  date  the  borrower  ceases  to  be 
at  least  a  half-time  student  at  an 
institution  of  higher  education;  or 

(2)  The  date  die  borrower’s  deferment 
period  ends  if  the  deferment  is  one 
described  in  §  674.34a  (a),  (b),  or  (d). 

(c)  A  borrower  does  not  have  to  pay 
interest  or  principal  during  a  grace 
period. 

Graduate  or  professional  student:  A 
student  enrolled  in  an  academic 
program  of  study  above  the 
baccalaureate  level  at  an  institution  of 
higher  education,  including — 

(a)  A  program  leading  to  a  first 
professional  degree  if  the  institution 
requires  at  least  3  years  of  study  at  the 
college  level  for  entrance  into  the 
program;  and 

(b)  The  fifth  and  later  years  of  any 
program  requiring  more  than  4  years  of 
study  at  the  college  level. 

*  Guaranteed  Student  Loan  Program 
(GSL):  The  student  loan  program 
authorized  by  Title  IV-B  of  the  HEA. 

(20  U.S.C.  1071  et  seq.) 

Half-time  graduate  or  professional 
student:  An  enrolled  graduate  or 
professional  student  who  is  carrying  a 
half-time  academic  work  load  as 
determined  by  the  institution  according 
to  its  own  standards  and  practices. 

*  Half-time  undergraduate  student:  An 
enrolled  undergraduate  student  who  is 

*  Independent  student  (effective  July  1, 1981 
through  June  30,  1982): 

(a)  A  student  who  for  1980  and  1981 — 

(1)  Has  not  been  claimed  and  will  not  be  claimed 
as  an  exemption  for  Federal  income  tax  purposes  by 
his  or  her  parent(s); 

(2)  Has  not  received  and  will  not  receive  financial 
assistance  of  more  than  $1,000  in  each  year  from  his 
or  her  parent(s);  and 

(3)  Has  not  lived  and  will  not  live  for  more  than 
six  weeks  in  each  year  in  the  home  of  his  or  her 
parent(s). 

(b)  If  a  student's  mother  and  father  are  divorced 
or  separated,  only  one  parent  will  be  considered  to 
be  the  parent  of  the  student  for  purposes  of  applying 
the  criteria  in  paragraph  (a)  of  this  section.  To 
determine  that  parent — 

(1)  Choose  the  parent  with  whom  the  student 
resided  for  the  greater  portion  of  the  12-month 
period  preceding  the  date  of  application  to  have  an 
expected  family  contribution  determined  under  an 
approved  need  analysis  system. 

(2)  If  the  preceding  criterion  does  not  apply, 
choose  the  parent  who  provided  the  greater  portion 
of  the  student's  support  for  the  12-month  period 
preceding  the  date  of  application  to  have  an 
expected  family  contribution  determined  under  an 
approved  need  analysis  system. 

(3)  If  neither  of  the  preceding  criteria  apply, 
choose  the  parent  who  provided  the  greater  support 
for  the  period  commencing  January  1  of  the  calendar 
year  which  immediately  precedes  the  First  calendar 
year  of  the  award  period  and  ending  12  months 
prior  to  the  date  of  application  to  have  an  expected 
family  contribution  determined  under  an  approved 
need  analysis  system. 

(c)  If  either  of  the  parents  have  died,  the 
institution  shall  consider  only  the  surviving  parent 
as  the  parent  of  the  student.  If  both  parents  have 
died,  the  institution  shall  not  consider  either  parent. 


carrying  a  half-time  academic  work  load 
as  determined  by  the  institution 
according  to  its  own  standards  and 
practices.  However,  the  institution’s 
half-time  standards  must  equal  or 
exceed  the  equivalent  of  the  following 
minimum  requirements: 

(a)  6  semester  hours  or  6  quarter  hours 
per  academic  term  in  an  institution 
using  standard  semester,  trimester,  or 
quarter  systems. 

(b)  12  semester  hours  or  18  quarter 
hours  per  academic  year  for  an 
institution  using  credit  hours  to  measure 
progress,  but  not  using  a  standard 
semester,  trimester,  or  quarter  system; 
or  the  prorated  equivalent  for  a  program 
of  less  than  1  year. 

(c)  12  clock  hours  per  week  for  an 
institution  using  clock  hours. 

(d)  12  hours  of  preparation  per  week 
for  a  student  enrolled  in  a  program  of 
study  by  correspondence. 

Independent  student  (effective 
through  June  30, 1981): 

(a)  A  student  who  for  1979  and  1980 — 

(1)  Has  not  been  claimed  and  will  not 
be  claimed  as  an  exemption  for  Federal 
income  tax  purposes  by  his  or  her 
parent(s); 

(2)  Has  not  received  and  will  not 
receive  financial  assistance  of  more 
than  $750  in  each  year  from  his  or  her 
parent(s);  and 

(3)  Has  not  lived  and  will  not  live  for 
more  than  six  weeks  in  each  year  in  the 
home  of  his  or  her  parent(s). 

(b)  If  a  student’s  mother  and  father 
are  divorced  or  separated,  only  one 
parent  will  be  considered  to  be  the 
parent  of  the  student  for  purposes  of 
applying  the  criteria  in  paragraph  (a)(2) 
of  this  section.  To  determine  that 
parent — 

(1)  Choose  the  parent  with  whom  the 
student  resided  for  the  greater  portion  of 
the  12  month  period  preceding  the  date 
of  application  to  have  an  expected 
family  contribution  determined  under  an 
approved  need  analysis  system. 

(2)  If  the  preceding  criterion  does  not 
apply,  choose  the  parent  who  provided 
the  greater  portion  of  the  student’s 
support  for  the  12  month  period 
preceding  the  date  of  application  to 
have  an  expected  family  contribution 
determined  under  an  approved  need 
analysis  system. 

(3)  If  neither  of  the  preceding  criteria 
apply,  choose  the  parent  who  provided 
the  greater  support  for  the  period 
commencing  January  1  of  the  calendar 
year  which  immediately  precedes  the 
first  calendar  year  of  the  award  period 
and  ending  12  months  prior  to  the  date 
of  application  to  have  an  expected 
family  contribution  determined  under  an 
approved  need  analysis  system. 


(c)  If  either  of  the  parents  have  died, 
the  institution  shall  consider  only  the 
surviving  parent  as  the  parent  for 
purposes  of  applying  the  criteria  in 
paragraph  (a)(2)  of  this  section.  If  both 
parents  have  died,  the  institution  shall 
not  consider  either  parent. 

(20  U.S.C.  1087  aa-ff;  20  U.S.C.  1087dd(e).) 

Institutional  capital  contribution:  The 
portion  of  a  Fund  contributed  by  the 
institution  under  §  674.8(a)(2). 

*  Legal  guardian:  An  individual 
appointed  by  a  court  to  be  a  legal 
guardian  of  a  person  and  who  is 
specifically  required  by  the  court  to  use 
his  or  her  financial  resources  to  support 
that  person. 

Matured  loans:  The  total  principal 
amount  of  all  loans  made  minus  the 
principal  amount  of  loans  to  students 
who  are —  . 

(a)  Enrolled  as  at  least  half-time 
students  in  institutions  of  higher 
education;  or 

(b)  Still  in  their  first  grace  period. 

* National  of  the  United  States:  A 

citizen  of  the  United  States  or  a 
noncitizen  who  owes  permanent 
allegiance  to  the  United  States. 

(8  U.S.C.  1101(a)(22)) 

*  Parent:  Parent  means  the  student’s 
mother,  father,  or  legal  guardian.  An 
adoptive  parent  is  considered  to  be  the 
student’s  mother  or  father. 

(20  U.S.C.  1141(c)) 

*  Parent  Loans  for  Undergraduate 
Students  Program  (PLUS):  The  Parent 
Loan  Program  authorized  by  Title  IV-B 
of  the  HEA. 

*  Payment  period:  A  semester, 
trimester,  or  quarter.  For  an  institution 
not  using  those  academic  periods,  it  is 
the  period  between  the  beginning  and 
the  midpoint  or  between  the  midpoint 
and  the  end  of  an  academic  year. 

*Pell  Grant  Program:  The  grant 
program,  formerly  known  as  the  Basic 
Educational  Opportunity  Grant  Program, 
authorized  by  Title  IV-A-1  of  the  HEA. 

*  Regular  student-  A  person  who  is 
enrolled  or  accepted  for  enrollment 
enrolls  in  an  eligible  program  at  an 
institution  of  higher  education  for  the 
purpose  of  obtaining  a  degree  or 
certificate. 

*  Secretary:  The  Secretary  of  the 
Department  of  Education  or  an  official 
or  employee  of  the  Department  acting" 
for  the  Secretary  under  a  delegation  of 
authority. 

*  State:  The  States  of  the  Union, 
American  Samoa,  the  Commonwealth  of 
Puerto  Rico,  the  District  of  Columbia, 
Guam,  the  Trust  Territory  of  the  Pacific 
Islands,  the  Virgin  Islands,  and  the 
Northern  Mariana  Islands. 

(20  U.S.C.  1141(b);  20  U.S.C.  1088(a)) 
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*  State  Student  Incentive  Grant 
Program  (SSIG):  The  program 
authorized  by  Title  IV-A-3  of  the  HEA. 
[20  U.S.C.  1070c-et  seq.) 

Supplemental  Educational 
Opportunity  Grant  Program  (SEOGJ: 

The  grant  program  authorized  by  Title 
IV-A-2  of  the  HEA. 

(20  U.S.C.  1070b  et  seq.) 

(20  U.S.C.  1087aa-1087ii  unless  otherwise 
noted) 

§  674.3  Apportionment  and 
reapportionment  of  Federal  capital 
contributions  to  States. 

(a)  Apportionment.  (1)  The  Secretary 
apportions  90%  of  appropriated  funds  for 
Federal  capital  contributions  according 
to  section  462(a)(1)  of  the  Act.  (This 
section  requires  the  Secretary  to 
apportion  additional  amounts  to  each 
State  to  make  that  State’s 
apportionment  equal  to  its  allotment  for 
fiscal  year  1972.  The  1972  allotments  are 
shown  in  Appendix  A.) 

(2)  The  Secretary  apportions  the 
remaining  funds  so  that  each  institution 
in  each  State  receives  the  Federal 
capital  contribution  computed  under 
§§674.6,  674.6a  or  674.7. 

(b)  Reapportionment.  (1)  The 
Secretary  reapportions  the  amount  of  a 
State’s  apportionment  that  exceeds  the 
amount  of  approved  requests  of 
institutions  in  that  State. 

(2)  The  Secretary  reapportions  those 
funds  among  the  remaining  States 
according  to  institutional  need  for 
Federal  capital  contributions  as 
computed  under  §  §  674.6,  674.8a  or 
674.7. 

(20  U.S.C.  1087bb) 

§  674.4  Allocation,  reallocation,  and 
payment  to  institutions. 

(a)  Allocation.  (1)  The  Secretary 
distributes  Federal  capital  contributions 
authorized  by  section  461  of  the  Act 
according  to  §  §  674.6,  674.6a,  and  674.7. 

(b)  Reallocation.  (l)(i)  If  an  institution 
anticipates  not  lending  all  its  allocated 
funds  by  the  end  of  an  award  year,  it 
must  specify  the  anticipated  unused 
amount  to  the  Secretary,  who  reduces 
the  institution’s  allocation  accordingly. 

(ii)  Other  institutions  may  apply  for 
those  funds  on  the  form  and  at  the  time 
specified  by  the  Secretary. 

(iii)  The  Secretary  distributes  those 
funds  to  applicant  institutions  in 
accordance  with  paragraph  (b)(2)  of  this 
section. 

(2)(i)  If  the  funds  that  become 
available  under  paragraph  (b)(1)  of  this 
section  come  from  the  State’s  initial 
allotment  under  §  674.3(a)(1),  the 
Secretary  reallocates  those  funds 
proportionately  to  other  institutions  in 


that  State.  The  Secretary  reapportions 
those  funds  that  are  not  needed  to 
maintain  the  State’s  initial  allotment, 
and  any  funds  that  do  not  come  from 
that  initial  allotment,  in  accordance  with 
paragraphs  (b)(2)  (ii),  (iii)  and  (iv)  of  this 
section. 

(ii)  The  Secretary  increases  awards  to 
institutions  whose  students  have 
suffered  financial  hardships  as  a  result 
of  natural  disasters  within  the  preceding 
12  months. 

(iii)  If  any  funds  remain,  the  Secretary 
then  increases  the  Federal  capital 
contribution  to  institutions  whose 
current  level  of  expenditure  (LOE)  is 
less  than  their  national  fair  shares 
determined  under  §  674.6.  The  Secretary 
calculates  each  applicant’s  increase  as 
follows: 

Institution’s  remaining  LOE  shortfall/ 

remaining  LOE  shortfall  of  all  applicants 

for  reallocation  X  remaining  FCC  available 

for  reallocation 

(An  institution’s  remaining  level  of 
expenditure  shortfall  is  the  difference 
between  its  national  fair  share  (see 
§  674.6(g)(4))  and  its  approved  level  of 
expenditure  calculated  in  §  674.6  and 
this  section  through  paragraph  (b)(2)(h).) 

(iv)  If  any  funds  still  remain,  the 
Secretary  reallocates  the  funds  in  a 
manner  that  best  carries  out  the 
purposes  of  this  part. 

(c)  Payments  to  institutions.  The 
Secretary  allocates  new  Federal  capital 
contributions  for  a  specific  period  of 
time.  The  Secretary  pays  funds  to  an 
institution  in  advance  or  by 
reimbursement.  The  Secretary  bases  the 
amount  to  be  paid  on  periodic  fiscal 
reports. 

(20  U.S.C.  1087bb.) 

§  674.5  Application. 

(a)  To  participate  in  the  NDSL 
program,  an  institution  must  file  an 
application  with  the  Secretary  for  an 
approved  level  of  expenditure  before  an 
annually  established  closing  date.  In  the 
application  the  institution  may  request — 

(1)  A  Federal  capital  contribution; 

(2)  Authority  to  spend  the  income  of 
its  Fund  (that  income  includes 
repayments  made  by  borrowers  and 
interest  earned  on  Fund  cash):  or 

(3)  Both  (1)  and  (2). 

(b)  The  application  must  be  on  a  form 
approved  by  the  Secretary  and  contain 
information  needed  to  determine  the 
institution’s — 

(1)  Level  of  expenditure;  and 

(2)  Federal  capital  contribution. 

(20  U.S.C.  1087bb.) 

§  674.6  Funding  procedure. 

(a)  General.  (1)  Each  institution 
applying  for  NDSL  funds  receives  an 


approved  level  of  expenditure  in  the 
following  three  stages — 

(1)  A  ‘‘conditional  guarantee’’; 

(ii)  A  State  increase  based  on  its  “fair 
share”  of  the  State  apportionment;  and 

(iii)  A  national  increase  based  on  its 
“fair  share”  of  the  national 
appropriation. 

(2)  The  terms  “conditional  guarantee" 
and  “fair  share"  refer  only  to  the  level  of 
expenditure.  The  Secretary  computes 
the  Federal  capital  contribution  (FCC) 
according  to  §  674.6a. 

(3)  Definitions — As  used  in  this 
section — 

(i)  “Base  year”  means  the  12-month 
period  ending  on  the  June  30  preceding 
the  closing  date  for  filing  an  NDSL 
application  for  a  level  of  expenditure; 

(ii)  “Base  year  level  of  expenditure” 
means  the  amount  of  loans  made  in  the 
base  year  plus  the  amount  the 
institution  claimed  for  administrative 
expenses  in  that  year. 

(iii)  “Current  year”  means  the  12- 
month  period  ending  on  the  June  30 
immediately  following  the  closing  date 
for  filing  the  application;  and 

(iv)  “Utilization  rate"  means: 

an  institution's  base  year  level  of 

expenditure/its  NDSL  funds  available  in 

the  base  year 

NDSL  funds  available  in  the  base  year 
include — 

(A)  FCC  awards  in  the  base  year; 

(B)  The  matching  institutional  capital 
contribution; 

(C)  Loan  repayments  received  in  the 
base  year; 

(D)  Reimbursements  for  Direct  loan 
cancellations;  and 

(E)  Cash  on  hand  as  of  June  30  of  the 
year  preceding  the  base  year. 

(b)  Conditional  guarantee.  The 
Secretary  computes  a  conditional 
guarantee  of  the  level  of  expenditure  in 
the  following  way: 

(1)  An  institution  that  participated  in 
the  NDSL  program  in  the  base  year 
receives  a  conditional  guarantee  equal 
to  the  greater  of  90  percent  of  its — 

(1)  Base  year  level  of  expenditure;  or 

(ii)  Current  year  funding  level 

multiplied  by  its  utilization  rate. 

(2)  An  institution’s  "current  year 
funding  level"  includes — 

(i)  The  FCC  awarded  for  the  current 
year; 

(ii)  The  matching  institutional  capital 
contributions; 

(iii)  110  percent  of  base  year  loan 
repayments; 

(iv)  Reimbursements  for  Direct  loan 
cancellations;  and 

(v)  Cash  on  hand  as  of  June  30  of  the 
base  year. 

(3)  An  institution  applying  to 
participate  in  the  NDSL  program  for  the 
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first  time  receives  a  conditional 
guarantee  equal  to  the  greater  of — 

(i)  $5,000;  or 

(ii)  90  percent  of  the  average  NDSL 
base  year  expenditure  per  student  in 
eligible  institutions  offering  comparable 
programs  of  instruction,  multiplied  by 
the  applicant  institution’s  base  year 
enrollment. 

(4)  An  institution  applying  to 
participate  in  the  NDSL  program  for  the 
second  time  receives  a  conditional 
guarantee  equal  to  the  greatest  of — 

(1)  $5,000; 

(ii)  90  percent  of  the  average  NDSL 
base  year  expenditure  per  student  in 
eligible  institutions  offering  comparable 
programs  of  instruction,  multiplied  by 
the  applicant  institution’s  base  year 
enrollment;  or 

(iii)  90  percent  of  its  current  year 
funding  level. 

(c)  Self-help  need  of  an  institution.  (1) 
The  Secretary  allocates  additional  funds 
to  an  institution  on  the  basis  of 
calculations  made  under  paragraph  (f) 
(State  increase)  and  paragraph  (g) 
(National  increase).  These  calculations 
are  based  in  part  on  the  institution’s 
self-help  need.  Self-help  need  is  the 
need  for  funds  from  work  and  loan 
sources.  The  institution’s  self-help  need 
is  the  sum  of  the  self-help  need  of  its 
eligible  graduate  students  and  the  self- 
help  need  of  its  eligible  undergraduate 
students. 

(2)  The  Secretary  calculates  the  self- 
help  need  of  an  institution's  eligible 
graduate  students  in  accordance  with 
paragraph  (d)  and  the  self-help  need  of 
its  eligible  undergraduate  students  in 
accordance  with  paragraph  (e). 

(3)  As  used  in  paragraphs  (d)  and  (e): 

(i )  Average  cost  of  attendance  means 
the  attendance  costs  for  undergraduate 
and  graduate  students.  These  costs 
include  tuition,  fees,  standard  living 
expenses,  books,  and  supplies.  (The 
institution  reports  its  total  tuition  and 
fee  revenues,  and  the  Secretary  uses  this 
amount  to  determine  the  average  cost  of 
attendance.) 

(ii)  Eligible  students  means  for  award 
year  1981-82  students  who — 

(A)  Were  enrolled  as  regular  students 
in  good  standing  on  at  least  a  half-time 
basis  in  an  eligible  program  during  the 
base  year; 

(B)  Met  program  regulation 
requirements  for  citizenship  or 
residency  in  the  United  States  for  the 
base  year;  and 

(C)  Applied  for  financial  assistance 
for  the  base  year,  and  for  whom  the 
institution  has  on  file  taxable  and  non- 
taxable  income  data  and  all  the  other 
information  necessary  to  perform  a 
needs  analysis  using  a  methodology 
approved  by  the  Secretary. 


(d)  Self-help  need  of  eligible  graduate 
students.  To  determine  the  self-help 
need  of  an  institution's  eligible  graduate 
students,  the  Secretary — 

(1)  Establishes  various  income 
categories  for  dependent  and 
independent  graduate  students; 

(2)  Establishes  an  expected  family 
contribution  (EFC)  for  each  income 
category  of  dependent  and  independent 
graduate  students,  using  a  need  analysis 
method  approved  under  §  674.13; 

(3)  Determines  the  average  cost  of 
attendance  for  all  graduate  students; 

(4)  Subtracts  from  the  average  cost  of 
attendance  for  all  graduate  students,  the 
computed  EFC  for  each  income  category 
of  dependent  students  and  each  income 
category  of  independent  students. 
However,  the  average  cost  of 
attendance  minus  the  EFC  for  any 
income  category  may  not  be  less  than 
zero; 

(5)  Multiplies  those  amounts  by  the 
number  of  eligible  students  in  each 
category; 

(6)  Adds  the  amounts  obtained  for 
each  income  category  of  dependent 
students  and  each  income  category  of 
independent  students;  and 

(7)  Totals  those  two  amounts. 

(e)  Self-help  need  of  eligible 
undergraduate  students.  To  determine 
the  self-help  need  of  an  institution’s 
eligible  undergraduate  students,  the 
Secretary — 

(1)  Establishes  various  income 
categories  for  dependent  and 
independent  undergraduate  students; 

(2)  Establishes  an  EFC  for  each 
income  category  of  dependent  and 
independent  undergraduate  students, 
using  a  need  analysis  method  approved 
under  §  674.13; 

(3)  Computes  25  percent  of  the 
average  cost  of  attendance  for  all 
undergraduate  students; 

(4)  Multiplies  the  number  of  eligible 
dependent  students  in  each  income 
category  by  the  lesser  of — 

(i)  25  percent  of  the  average  cost  of 
education  for  all  undergraduate 
students;  or 

(ii)  The  average  cost  of  attendance  for 
all  undergraduate  students  minus  the 
EFC  determined  under  paragraph  (e)(2) 
of  this  section  for  that  income  category. 
However,  the  average  cost  of 
attendance  minus  the  EFC  may  not  be 
less  than  zero; 

(5)  Adds  the  amounts  obtained  for 
each  income  category  of  dependent 
students; 

(6)  Multiplies  the  number  of  eligible 
independent  students  in  each  income 
category  by  the  lesser  of — 

(i)  25  percent  of  the  average  cost  of 
attendance  of  all  undergraduate 
students;  or 


(ii)  The  average  cost  of  attendance  for 
all  undergraduate  students  minus  the 
EFC  determined  under  paragraph  (e)(2) 
of  this  section  for  that  income  category. 
However,  the  average  cost  of 
attendance  minus  the  EFC  may  not  be 
less  than  zero; 

(7)  Adds  the  amounts  obtained  for 
each  income  category  of  independent 
students;  and 

(8)  Adds  the  amounts  obtained  under 
paragraphs  (e)(5)  and  (7)  of  this  section. 

(f)  State  increase.  (1)  In  any  year  the 
Secretary  increases  the  level  of 
expenditure  of  institutions  in  a  State 
(“State  increase”),  thereby  increasing 
the  FCC  going  to  those  institutions,  if  the 
combined  FCC’s  resulting  from 
conditional  guarantees  of  all  institutions 
in  that  State  are  less  than  the  State 
apportionment  under  §  674.3(a)(1). 
However,  no  institution  receives  a  State 
increase  if  it  does  not  qualify  for  FCC 
under  §  674.6a. 

(2)  The  Secretary  calculates  an 
institution’s  State  increase  according  to 
the  following  formula: 

Institution’s  State  increase = its  State 
shortfall/State  shortfalls  of  all  institutions 
in  the  State  X  FCC  available  for  State 
shortfall  X  1.11 

(3)  As  used  in  the  formula  in  — 
subparagraph  (2) — 

(i)  “FCC  available  for  State  shortfall" 
means  the  State  apportionment  minus 
the  FCC  used  for  conditional  guarantees. 

(ii)  “Institution’s  State  shortfall” 
means  the  difference  between  an 
institution’s  conditional  guarantee  and 
its  State  fair  share  determined  in 
paragraph  (f)(4)  of  this  section. 

(4)  The  Secretary  determines  an 
institution’s  State  fair  share  according  to 
the  following  formula: 

Institution's  State  fair  share = its  self-help 
need/self-help  need  of  all  institutions  in  the 
State  applying  for  NDSL  funds  X  total  State 
NDSL  funds 

(5)  As  used  in  the  formula  in 
paragraph  (f)(4)  of  this  section  “total 
State  NDSL  funds”  means  the  sum  of — 

(i)  The  State  apportionment  of  FCC 
and  the  matching  institutional  capital 
contribution; 

(ii)  121  percent  of  loan  repayments  in 
the  base  year  received  by  institutions  in 
the  State;  and 

(iii)  Reimbursement  for  Direct  loan 
cancellations  in  the  base  year  received 
by  institutions  in  the  State. 

(g)  National  increase.  (1)  For  any  year 
the  Secretary  will  further  increase  the 
level  of  expenditure  of  institutions 
(“national  increase”),  thereby  increasing 
the  FCC  going  to  those  institutions,  if  the 
sum  of  the  conditional  guarantees  and 
State  increases  awarded  to  institutions 
is  less  than  the  total  NDSL  funds  for  that 
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year  (see  paragraph  (g)(5)  of  this 
section).  However,  no  institution 
receives  a  national  increase  if  it  does 
not  qualify  for  FCC  under  §  674.6a. 

(2)  The  Secretary  calculates  an 
institution’s  national  increase  according 
to  the  following  formula — 

Institution's  national  increase = its  national 
shortfall/national  shortfall  of  all 
institutions  X  NDSL  funds  available  for 
national  shortfall 

(3)  As  used  in  the  formula  in 
paragraph  (g)(2)  of  this  section — 

(i)  "NDSL  funds  available  for  national 
shortfall”  is  calculated  by — 

(A)  Adding  the  conditional  guarantees 
and  State  increases  for  all  institutions; 
and 

(B)  Subtracting  that  sum  from  total 
NDSL  funds;  and 

(ii)  An  institution’s  “national 
shortfall”  is  calculated  by  subtracting 
from  its  “national  fair  share”  its 
conditional  guarantee  and  State 
increase. 

(4)  The  Secretary  calculates  an 
institution’s  “national  fair  share" 
according  to  the  following  formula — 

Institution’s  national  fair  share = its  self-help 
need/self-help  need  of  all  institutions 
applying  for  NDSL  funds  X  total  NDSL 
funds 

(5)  As  used  in  paragraphs  (g)  (1),  (3), 
and  (4)  of  this  section  “total  NDSL 
funds”  is  calculated  by  adding — 

(i)  The  appropriation  for  FCC  plus  the 
matching  institutional  capital 
contribution; 

(ii)  121  percent  of  loan  repayments  in 
the  base  year;  and 

(iii)  Reimbursements  for  Direct  loan 
cancellations  in  the  base  year. 

(h)  No  institution  may  receive  a  higher 
level  of  expenditure  than  it  requests. 

(20  U.S.C.  1087bb) 

The  following  charts  show  the  income 
categories  and  calculations  for  eligible 
graduate  students  and  for  eligible 
undergraduate  students: 


BILLING  CODE  4110-02-M 


DETERMINATION  OF  SELFHELP  NEED  FOR  ELIGIBLE  DEPENDENT  GRADUATE  STUDENTS 


DETERMINATION  OF  SELFHELP  NEED  FOR  ELIGIBLE  DEPENDENT  UNDERGRADUATE  STUDENTS 


DETERMINATION  OF  SELF-HELP  NEED  FOR  ELIGIBL 
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_ SUMMARY _ 

TOTAL  SELFHELP  NEED  FOR  DEPENDENT  GRADUATE  STUDENTS 
TOTAL  SELFHELP  NEED  FOR  INDEPENDENT  GRADUATE  STUDENTS 
TOTAL  SELF-HELP  NEED  FOR  ALL  GRADUATE  STUDENTS  (1  ♦  2) 


DETERMINATION  OF  SELFHELP  NEED  FOR  ELIGIBLE  INDEPENDENT  UNDERGRADUATE  STUDENTS 
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§  674.6a  Funding  procedure— Federal 
capital  contributions  (FCC). 

(a)  For  any  year,  an  institution 
receives  Federal  capital  contribution  if 
its  default  rate — 

(1)  Is  10  percent  or  less; 

(2)  Is  more  than  10  percent,  but  has 
declined  by  at  least  25  percent  during 
the  base  year;  or 

(3)  Is  more  than  10  percent  but  the 
institution  demonstrates  that  it 
exercised  due  diligence  according  to  the 
provisions  of  Subpart  C  during  the  base 
year  and  is  currently  exercising  due 
diligence. 

(b)  To  determine  an  institution’s  FCC 
the  Secretary — 

(1)  Adds  the  institution's  conditional 
guarantee,  State  increase,  and  national 
increase; 

(2)  Subtracts  from  the  sum  obtained  in 
paragraph  (b)(1)  of  this  section,  loan 
repayments  and  reimbursements  for 
Direct  loan  cancellations  received  in  the 
base  year;  and 

(3)  Multiplies  the  remainder  obtained 
in  paragraph  (b)(2)  of  this  section  by  90 
percent. 

(c)  For  purposes  of  paragraph  (b)(2)  of 
this  section,  loan  repayments  equal  121 
percent  of  the  amount  collected  in  the 
base  year. 

(d)  The  definition  of  default  rate  is  set 
forth  in  §  674.2.  However,  for  purposes 
of  this  section,  the  Secretary  excludes — 

(1)  Notes  referred  or  assigned  to  the 
Commissioner  on  or  before  September 
15, 1979  if  the  institution  received  either 
a  notification  of  acceptance  or  a  receipt 
from  the  Office  of  Education; 

(2)  Notes  assigned  to  the  United 
States  in  the  base  year  and  accepted  by 
the  United  States;  and 

(3)  Notes  that  have  been  in  default  but 
on  which  borrowers  have  made 
satisfactory  arrangements  to  resume 
payment. 

(e)  No  institution  may  receive  more 
Federal  capital  contribution  than  it 
requested. 

(20  U.S.C.  1087bb.) 

§  674.7  Application  review— approval  of 
request. 

(a)  An  institution  may  request  a 
review  of  its  computed  level  of 
expenditure  or  its  Federal  capital 
contribution. 

(b)  A  National  Review  Panel 
appointed  by  the  Secretary  reviews  each 
institution’s  request.  The  panel  consists 
of  student  financial  aid  administrators 
and  Education  Department  personnel. 

(c)  In  establishing  an  institution’s 
level  of  expenditure  and  Federal  capital 
contribution,  the  Secretary  considers  the 


panel’s  recommendations  and  its 
reasons  for  the  recommendations. 

(d)  The  Secretary  establishes  an 
approved  level  of  expenditure  and 
Federal  capital  contribution  based  on 
procedures  in  §  674.6  and  the  review 
panel’s  recommendations. 

(20  U.S.C.  1087bb.) 

§  674.8  Institutional  agreement. 

To  participate  in  the  NDSL  program, 
an  institution  must  enter  into  an 
agreement  with  the  Secretary.  The 
agreement  provides  that  the  institution 
will  use  the  funds  it  receives  solely  for 
the  purposes  specified  in  this  part  and 
will  administer  the  program  in 
accordance  with  the  Act,  this  part  and 
the  Student  Assistance  General 
Provisions,  34  CFR  Part  668.  The 
agreement  further  provides  that — 

(a)  The  institution  will  establish  and 
maintain  a  Student  Loan  Fund  (Fund). 

It  must  deposit  into  the  Fund — 

(1)  Federal  capital  contributions 
appropriated  under  section  461  of  the 
Act; 

(2)  Institutional  capital  contributions 
equal  to  at  least  one-ninth  of  the  Federal 
contributions  described  in  paragraph 
(a)(1)  of  this  section; 

(3)  Funds  provided  by  the  Secretary 
under  section  468  of  the  Act; 

(4)  Principal  and  interest  collected  on 
student  loans  made  from  the  Fund, 
except  those  amounts  collected  on  loans 
made  with  funds  described  in  paragraph 
(a)(3)  of  this  section; 

(5)  Payments  to  the  institution  as  the 
result  of  direct  loan  cancellations  under 
section  465(b)  of  the  Act; 

(6)  Penalty  charges  collected  under 
§  674.32(f); 

(7)  Any  other  Fund  earnings  including 
interest  earned  on  those  funds;  and 

(8)  Any  short  term,  no  interest  loans  it 
makes  to  the  fund  in  anticipation  of 
collections. 

(b)  The  institution  must  use  the  money 
in  the  Fund  only  for — 

(1)  Making  National  Direct  Student 
Loans  to  students; 

(2)  Administrative  expenses  as 
provided  for  in  §  674.18(b) 

(3)  Capital  distributions  provided  for 
in  section  468  of  the  Act; 

(4)  Capital  distributions  provided  for 
in  section  469  of  the  Act; 

(5)  Litigation  costs; 

(6)  Other  collection  costs,  agreed  to  by 
the  Secretary  in  connection  with  the 
collection  of  principal,  interest,  and 
penalty  charges  on  a  loan  made  from  the 
Fund  (see  “Other  collection  costs” 

§  674.47);  and 

(7)  Repayment  of  the  short  term,  no 
interest  loans  made  to  the  Fund  by  the 
institution  in  anticipation  of  collections; 


(c) (1)  If  the  institution  services  and 
collects  loans  made  to  students  from 
funds  provided  under  section  468  of  the 
Act,  it  shall  turn  over  to  the  Secretary 
any  repayments  of  principal  and  interest 
it  receives  along  with  the  penalty 
charges  it  collects. 

(2)  The  institution  may  subtract  from 
the  amount  it  turns  over  to  the  Secretary 
any  litigation  costs  and  any  "other 
collection  costs”  permitted  under 
§  674.47. 

(d)  If  the  institution  does  not  service 
and  collect  loans  made  with  the  funds 
provided  for  in  section  468  of  the  Act, 
the  institution  will  assign  the  loans 
made  with  such  funds  to  the  Secretary. 

(e)  Where  a  promissory  note  has  been 
in  default  at  least  2  years  despite  due 
diligence,  the  institution  may  assign  its 
rights  to  the  United  States  without 
recompense,  and  any  amount  collected 
on  the  loan  will  be  deposited  in  the 
general  fund  of  the  Treasury; 

(f)  The  institution  must  submit  a 
report  to  the  Secretary  at  least  twice  a 
year  that  shows  the  total  number  of 
loans  made  from  its  Fund  that  are  in 
default — 

(1)  120  days  for  loans  repayable  in 
monthly  installments;  or 

(2)  180  days  for  loans  repayable  in 
less  frequent  installments;  and 

(g)  The  Secretary  will  provide  to  the 
institution  any  information  with  respect 
to  the  names  and  addresses  of 
borrowers  or  other  relevant  information 
which  is  available  to  the  Secretary. 

(20  U.S.C.  1087CC,  1087dd,  1094) 

§  674.9  Student  eligibility. 

(а)  Eligibility.  A  student  is  eligible  to 
receive  an  NDSL  at  an  institution  of 
higher  education  if  the  student — 

*(1)  Is  a  regular  student; 

(2)  Is  enrolled  or  accepted  for 
enrollment  in  an  eligible  program  as  an 
undergraduate,  graduate  or  professional 
student  at  that  institution; 

*(3)  (i)  Is  a  U.S.  citizen  or  National; 

(ii)  Is  a  permanent  resident  of  the  U.S.; 

(iii)  Provides  evidence  from  the 
Immigration  and  Naturalization  Service 
that  he  or  she  is  in  the  United  States  for 
other  than  a  temporary  purpose  with  the 
intention  of  becoming  a  citizen  or 
permanent  resident;  or 

(iv)  Is  a  permanent  resident  of  the 
Trust  Territory  of  the  Pacific  Islands  or 
the  Northern  Mariana  Islands; 

*(4)  Has  financial  need; 

*(5)  Is  maintaining  satisfactory 
progress  in  the  course  of  study  he  or  she 
is  pursuing  according  to  the  standards 
and  practices  of  that  institution; 

(б)  Does  not  owe  a  refund  on  a  Pell 
Grant,  Supplemental  Grant,  or  State 
Student  Incentive  Grant  received  to 
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meet  the  cost  of  attending  that 
institution;  and 

*(7)  Is  not  in  default  on  any  National 
Defense/Direct  Student  Loan, 
Guaranteed  Student  Loan,  or  Parent 
Loans  for  Undergraduate  Students 
(PLUS),  received  to  meet  the  cost  of 
attending  that  institution. 

*(b)  Member  of  a  religious  order- 
financial  need.  The  Secretary  considers 
that  a  member  of  a  religious  order  (an 
order,  community,  society,  agency,  or 
organization)  who  is  pursuing  a  course 
of  study  at  an  institution  of  higher 
education  has  no  financial  need  if  that 
religious  order — 

(1)  Has  as  its  primary  objective  the 
promotion  of  ideals  and  beliefs 
regarding  a  Supreme  Being; 

(2)  Requires  its  members  to  forego 
monetary  or  other  support  substantially 
beyond  the  support  it  provides;  and 

(3)  (i)  Directs  the  member  to  pursue 
the  course  of  study;  or 

(ii)  Provides  subsistence  support  to  its 
members. 

(c)  Selection.  (1)  An  institution  must 
make  NDSLs  reasonably  available  (to 
the  extent  of  available  funds)  to  all 
eligible  students  who  demonstrate 
financial  need. 

(2)  The  institution’s  selection 
procedures  must  be — 

(1)  Uniformly  applied; 

(ii)  In  writing;  and 

(iii)  Maintained  in  the  files  of  the 
student  financial  assistance  office. 

(3)  The  institution  must  maintain  on 
file  all  NDSL  applications  for  the  period 
specified  in  §  674.19(c)(2). 

(4)  The  institution  may  not  make  a 
loan  under  NDSL  to  a  student  who  is 
unwilling  to  repaythat  loan.  Default  on 
a  previous  loan  is  evidence  of  that 
unwillingness. 

*(d)  Determination  of  satisfactory 
progress.  (1)  If  an  institution  determines 
at  the  beginning  of  a  payment  period 
that  a  student  is  not  maintaining 
satisfactory  progress,  but  reverses  itself 
BEFORE  the  end  of  the  payment  period, 
the  institution  may  make  an  NDSL 
advance  to  the  student  for  the  entire 
payment  period. 

(2)  If  an  institution  determines  at  the 
beginning  of  a  payment  period  that  a 
student  is  not  maintaining  satisfactory 
progress,  but  reverses  itself  AFTER  the 
end  of  the  payment  period,  the 
institution  may  NOT  advance  any  funds 
to  the  student  for  that  payment  period 
OR  make  adjustments  in  subsequent 
financial  aid  payments  to  compensate 
for  the  loss  of  aid  for  that  period. 

*(e)  Overpayment  of  grants. 
Conditions  under  which  an  institution 
may  make  an  NDSL  payment  to  a 
student  who  is  overpaid  a  grant: 


(1)  Overpayment  of  a  Pell  Grant.  If  an 
institution  makes  an  overpayment  of  a 
Pell  Grant  to  a  student,  it  may  continue 
to  disburse  an  NDSL  to  that  student  if — 

(1)  The  student  is  otherwise  eligible; 
and 

(ii)  It  can  eliminate  the  overpayment 
in  the  award  year  in  which  it  occurred 
by  adjusting  the  subsequent  Pell  Grant 
payments  for  that  award  year. 

(2)  Overpayment  of  a  Pell  Grant  due 
to  institutional  error.  If  the  institution 
makes  an  overpayment  of  a  Pell  Grant 
as  a  result  of  its  own  error  and  can  not 
correct  it  as  specified  in  subparagraph 
(1),  it  may  continue  to  make  payments  to 
that  student  if  the  student — 

(i)  Is  otherwise  eligible;  and 

(ii)  Acknowledges  in  writing  the 
amount  of  overpayment  and  agrees  to 
repay  it  in  a  reasonable  period  of  time. 

(3)  Overpayment  of  an  SEOG.  An 
institution  may  continue  to  disburse  an 
NDSL  to  a  student  who  receives  an 
overpayment  on  an  SEOG  if — 

(i)  The  student  is  otherwise  eligible; 
and 

(ii)  It  can  eliminate  the  overpayment 
by  adjusting  financial  aid  payments 
(other  than  Pell  Grants)  in  the  same 
award  year  in  which  the  overpayment 
occurred. 

(4)  Definition.  Overpayment  of  a  grant 
means  that  a  student’s  grant  payments 
are  greater  than  the  amount  he  or  she  is 
entitled  to  receive. 

*(f)  Default  on  loans.  Conditions 
under  which  an  institution  may  make  an 
NDSL  to  a  student  who  is  in  default  on 
loans  made  for  attendance  at  that 
institution: 

(1)  Guaranteed  loan  and  Parent  Loans 
for  Undergraduate  Students  (PLUS).  An 
institution  may  make  an  NDSL  or 
continue  to  advance  NDSL  funds  to  a 
student  who  is  in  default  on  a 
Guaranteed  Student  Loan  or  a  PLUS  if 
the  Secretary  (for  a  Federally  insured 
loan)  or  a  guarantee  agency  (for  a  loan 
insured  by  that  guarantee  agency) 
determines  that  the  student  has  made 
satisfactory  arrangements  to  repay  the 
defaulted  loan. 

(2)  National  Defense/Direct  Student 
Loan.  An  institution  may  make  an  NDSL 
or  continue  to  advance  NDSL  funds  to  a 
student  who  is  in  default  on  a  National 
Defense/Direct  Student  Loan  made  at 
that  institution  if  the  student  has  made 
arrangements,  satisfactory  to  the 
institution,  to  repay  the  loan. 

*(g)  Bankruptcy.  The  Secretary 
considers  a  National  Defense  Student 
Loan,  a  National  Direct  Student  Loan,  a 
Guaranteed  Student  Loan,  or  a  PLUS 
that  is  discharged  in  bankruptcy  to  be  in 
default  for  purposes  of  this  section. 

*(h)  GSL/PLUS — Reliance  on 
student’s  statement.  An  institution,  in 


determining  whether  a  student  is  in 
default  on  a  loan  made  under  the 
Guaranteed  Student  Loan  Program  or 
the  PLUS  program,  may  rely  upon  the 
student’s  written  statement  that  he  or 
she  is  not  in  default  unless  the 
institution  has  information  to  the 
contrary. 

(20  U.S.C.  1087dd;  and  109lf) 

§  674.10  Special  sessions. 

A  student  enrolled  at  an  institution  in 
a  special  session  (e.g.,  summer  school)  is 
eligible  for  an  NDSL  if  he  or  she — 

(a)  Is  otherwise  eligible  (see  §  674.9); 

(b)  (1)  Is  registered  as  at  least  a  half¬ 
time  student  at  that  institution  for  that 
session;  or 

(2)  Is  taking  all  of  the  courses  required 
to  complete  his  or  her  certificate  or 
degree;  and 

(c)  (1)  Was  attending  that  institution 
as  at  least  a  half-time  student  during  the 
preceding  term;  or 

(2)  Has  been  accepted  as  at  least  a 
half-time  student  for  the  subsequent 
term. 

(20  U.S.C.  1087aa-ii) 

*§  674. 1 1  Cost  of  attendance. 

(a)  A  student's  cost  of  attendance 
includes — 

(1)  Tuition  and  fees  normally  assessed 
a  full-time  student  at  the  institution  at 
which  the  student  is  in  attendance; 

(2)  An  allowance  for  books,  supplies, 
transportation,  and  miscellaneous 
personal  expenses; 

(3)  An  allowance  for  room  and  board 
costs  incurred  by  the  student  which — 

(i)  Beginning  in  academic  year  1981-62 
shall  be  an  allowance  of  not  less  than 
$1,100  for  a  student  without  dependents 
residing  at  home  with  parents; 

(ii)  For  students  without  dependents 
residing  in  institutionally  owned  or 
operated  housing,  shall  be  a  standard 
allowance  determined  by  the  institution 
based  on  the  amount  normally  assessed 
most  of  its  residents  for  room  and  board; 

(iii)  For  all  other  students  without 
dependents,  shall  be  a  standard 
allowance  determined  by  the  institution 
based  on  the  expenses  reasonably 
incurred  by  such  students  for  room  and 
board;  and 

(iv)  For  students  with  dependents, 
shall  be  an  allowance  based  on  the 
expenses  reasonably  incurred  by  such 
students  for  room  and  board; 

(4)  For  a  student  engaged  in  a  program 
of  study  by  correspondence,  only  tuition 
and  fees  and,  if  required,  books  and 
supplies,  and  travel  and  room  and  board 
costs  incurred  specifically  in  fulfilling  a 
required  period  of  residential  training; 

(5)  For  a  student  enrolled  in  an 
academic  program  which  normally 
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includes  a  formal  program  of  study 
abroad,  reasonable  costs  associated 
with  such  study; 

(6)  For  a  student  with  dependent 
children,  an  allowance  based  on  the 
expenses  reasonably  incurred  for  child 
care;  and 

(7)  For  a  handicapped  student,  an 
allowance  for  those  expenses  related  to 
his  handicap,  including  special  services, 
transportation,  equipment,  and  supplies 
that  are  reasonably  incurred  and  not 
provided  for  by  other  assisting  agencies. 

(b)  Adustments.  The  institution,  in 
individual  cases,  may  adjust  the  cost  of 
attendance  if — 

(1)  The  financial  aid  administrator 
believes  the  cost  of  attendance 
determined  in  accordance  with 
paragraph  (a)  does  not  accurately  reflect 
the  student’s  actual  cost  of  attendance; 
and 

(2)  The  institution  documents  all 
adjustments  in  writing  with  an 
accompanying  explanation  and  makes 
them  part  of  the  institution’s  records. 

(20  U.S.C.  1089(d)) 

*§  674.12  Expected  family  contribution. 

(a)  Dependent  students.  In 
determining  the  amount  a  dependent 
student  and  his  or  her  spouse  and 
parents  are  expected  to  contribute  to  the 
student’s  cost  of  attendance  the 
financial  aid  administrator  must 
consider — 

(1)  Any  serious  illness  in  the  family. 
(Family  members  include  the  student, 
the  student’s  parents  and  spouse,  and 
any  other  persons  the  parents  may  claim 
as  exemptions  under  the  Internal 
Revenue  Code); 

(2)  The  number  of  the  parents’ 
dependent  children; 

(3)  The  number  of  the  parents’ 
dependent  children  attending 
institutions  of  higher  education; 

(4)  Tuition  costs  of  dependent  children 
attending  elementary  and  secondary 
schools;  and 

(5)  Any  other  circumstances  that 
could  affect  the  ability  of  the  student, 
the  student’s  spouse,  and  the  student's 
parents  to  contribute  to  his  or  her  cost  of 
attendance. 

(b)  Independent  students.  In 
determining  the  amount  an  independent 
student  and  spouse  are  expected  to 
contribute  to  the  student's  cost  of 
attendance,  the  financial  aid 
administrator  must  consider — 

(1)  Any  serious  illness  in  the  family. 
(Family  members  include  the  student, 
his  or  her  spouse,  and  any  other  persons 
the  student  or  spouse  may  claim  as 
exemptions  under  the  Internal  Revenue 
Code); 

(2)  The  number  of  the  student’s 
dependent  children; 


(3)  The  number  of  the  student’s 
dependent  children  attending 
institutions  of  higher  education; 

(4)  Tuition  costs  of  dependent  children 
attending  elementary  and  secondary 
schools;  and 

(5)  Any  other  circumstances  that 
could  affect  the  ability  of  the  student  or 
spouse  to  contribute  to  the  student’s 
cost  of  attendance. 

(c)  Special  determination  of 
dependent  student-parent  relationship. 

(1)  The  student  financial  aid 
administrator  must  determine  whether 
the  relationship  between  a  student  and 
his  or  her  parents  makes  it  unreasonable 
to  expect  the  parents  to  contribute  to  the 
student’s  cost  of  attendance,  regardless 
of  their  ability  to  do  so,  if  requested  by  a 
student  who  does  not — 

(1)  Live  with  his  or  her  parents; 

(ii)  Visit  his  or  her  parents  for  periods 
longer  than  typical  for  other  adult  family 
members;  or 

(hi)  Receive  gifts  from  his  or  her 
parents  more  valuable  than  those 
typically  given  to  other  adult 
nondependent  offspring. 

(2)  Before  determining  that  it  is 
unreasonable  for  a  parent  of  a 
dependent  student  to  contribute  to  the 
student’s  attendance  costs,  the  financial 
aid  administrator  must  determine 
whether  the  student’s  parents  are,  in 
fact,  willing  to  contribute  toward  those 
costs. 

(3)  The  student  financial  aid 
administrator  must  make  that 
determination  part  of  the  institution's 
written  record. 

(d)  Native  American  students.  To 
determine  a  Native  American’s  expected 
family  contribution,  an  institution  may 
not  consider  the  following  as  income  or 
assets  of  the  student  or  his  or  her  family; 

(1)  Awards  made  under  the 
Distribution  of  Judgment  Funds  Act  (25 
U.S.C.  1401  et  seq.)  or  the  Alaska  Native 
Claims  Settlement  Act  (43  U.S.C.  1601  et 
seq.). 

(2)  Property  that  may  not  be  sold  or 
encumbered  without  the  consent  of  the 
Secretary  of  the  Interior. 

(3)  Any  other  property  held  in  trust  for 
the  student  or  his  or  her  family  by  the 
U.S.  Government. 

(e)  Annual  determinations.  An 
institution  must  determine  a  student’s 
need  at  least  annually. 

(20  U.S.C.  1087dd) 

*§  674.13  Approved  need  analysis 
systems. 

(a)  An  institution  must  use  a  Secretary 
approved  need  analysis  system  or 
calculation  method  in  complying  with 
the  requirements  in  §  674.12  (expected 
family  contribution). 


(b)  Preapproved  systems  for 
dependent  students.  The  Secretary  has 
approved  the  following  systems  for 
dependent  students: 

(1)  The  method  of  computing  an 
expected  family  contribution  used  in  the 
Pell  Grant  program  (34  CFR  Part  690). 

(2)  The  income  tax  system  if  adjusted 
to  reflect  the  number  of  the  parents' 
dependent  children  who  are  attending 
institutions  of  higher  education.  The 
expected  family  contribution  produced 
under  this  system  is  the  sum  of — 

(i)  The  money  the  student  is 
reasonably  able  to  contribute; 

(ii)  The  amount  of  Federal  income  tax 
paid  by  the  student’s  parents; 

(iii)  5%  of  the  parents’  net  assets  in 
excess  of  $17,000  if  there  are  no  farm  or 
business  assets;  or 

(iv)  5%  of  the  parents’  net  assets  in 
excess  of  $50,000  if  there  are  farm  and 
business  assets.  However,  no  more  than 
$17,000  may  be  deducted  for  assets 
other  than  farm  and  business  assets. 

(c)  Criteria  for  other  systems  for 
dependent  students.  (1)  The  Secretary 
approves  other  need  analysis  systems 
for  dependent  students  that  are  properly 
submitted  (see  paragraph  (e)).  if  the 
system  produces  expected  family 
contribution  figures  that — 

(1)  Increase  incrementally  as  the 
parents'  financial  strength,  measured  in 
constant  dollars,  increases; 

(ii)  Are  equal  for  families  of  equal 
financial  strength;  and 

(iii)  Are  within  $50  of  the  expected 
family  contribution  figures  in  75%  of  the 
sample  cases  supplied  by  the  Secretary. 

(2)  The  Secretary  computes  the 
sample  cases  by: 

(i)  Deducting  from  the  sum  of  the 
parents’  adjusted  gross  income  and 
nontaxable  income — 

(A)  The  amount  of  Federal  income 
taxes  and  social  security  taxes; 

(B)  An  8%  allowance  on  total  income 
for  State  and  local  taxes;  and 

(C)  A  family  maintenance  allowance 
(excluding  the  student  during  the 
academic  year)  using  Department  of 
Labor  estimates  at  a  low  standard  of 
living; 

(ii)  Adding  to  this  remainder,  12%  of 
the  net  market  value  of  the  parents' 
assets,  after  deducting  a  standard  asset 
reserve;  and 

(iii)  Applying  a  rate  schedule  that  the 
Secretary  will  publish  annually  with  the 
sample  cases. 

(3)  (i)  In  developing  sample  cases,  the 
Secretary  selects  cases  where  the  main 
wage  earner  is  45  years  of  age. 

(ii)  The  Secretary  does  not  select 
cases  that  involve  medical  and  dental 
expenses,  casualty  and  theft  loses, 
housekeeping  allowances,  farm  or 
business  assets,  more  than  one  family 
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member  attending  a  postsecondary 
institution  as  an  undergraduate,  social 
security  or  veteran’s  benefits,  or  aiiy 
unusual  circumstances. 

(4)  In  comparing  figures  from  systems 
submitted  for  approval  with  figures  from 
sample  cases,  the  Secretary  treats  an 
expected  parental  contribution  of  less 
than  zero  as  zero. 

(5)  In  order  to  insure  measurement  in 
constant  dollars,  the  Secretary  revises 
sample  case  figures  for  inflation 
annually  by  adjusting — 

(i)  Deductions  for  family  maintenance; 

(ii)  The  standard  deduction  from 
assets;  and 

(iii)  The  rate  of  contribution  from 
income  and  assets. 

(d)  Systems  for  independent  students. 
The  Secretary  approves  the  following 
systems  for  independent  students: 

(1)  The  method  of  computing  an 
expected  family  contribution  used  in  the 
Pell  Grant  program  (34  CFR  Part  690). 

(2)  The  systems  of  need  analysis  for 
independent  students  published  by 
those  organizations  approved  for 
dependent  students  under  paragraph  (c). 

(e)  Application  procedures  for  system 
approval.  (1)  An  organization  or 
individual  wishing  to  have  a  system  for 
dependent  students  approved  must  also 
submit  a  system  for  independent 
students.  Both  systems  must  be 
submitted  to  the  Secretary  by  June  30. 

(2)  The  Secretary  lists  approved 
systems  in  the  Federal  Register  by  the 
following  September  1. 

(3)  Applications  for  approval  must 
include — 

(1)  Information  the  Secretary  needs  to 
determine  whether  or  not  the  system 
meets  the  requirements  of  paragraph  (c); 
and 

(ii)  The  expected  family  contribution 
amounts  produced  by  that  system  for 
sample  cases. 

(f)  Duration  of  approval.  (1)  There  is 
no  specified  expiration  date  for  need 
analysis  systems  for  dependent  students 
approved  under  paragraph  (b). 

(2)  An  institution  may  use  the  need 
analysis  systems  for  dependent  and 
independent  students  approved  under 
paragraphs  (c)  and  (d)  to  determine 
student  eligibility  and  amount  of 
assistance  under  Campus  Based 
Programs  for  an  academic  year  that 
begins — 

(i)  No  earlier  than  the  following  June 
1;  or 

(ii)  No  later  than  12  months  after  that 
June  1  date. 

(g)  Adjustments.  The  institution,  in 
individual  cases,  may  further  adjust 
expected  family  contributions  computed 
according  to  one  of  the  approved 
systems  if— 


(1)  The  student  financial  aid 
administrator  believes  the  expected 
family  contribution  does  not  accurately 
reflect  the  student’s  (or  parents’)  ability 
to  contribute;  and 

(2)  The  institution  documents  all 
adjustments  in  writing  with  an 
accompanying  explanation  and  makes 
them  part  of  the  institution’s  records. 

(20  U.S.C.  1087dd) 

*§674.14  Coordination  of  student 
financial  aid  programs,  loan  amount,  and 
overaward. 

(a)  Coordinating  official.  An 
institution  must  appoint  a  coordinating 
official  for  its  NDSL.  and  other  Federal 
and  non-Federal  student  financial  aid 
programs. 

(b)  Overaward  prohibited,  general 
rule.  (1)  An  institution  may  not  award 
an  NDSL  to  a  student  if  the  NDSL,  when 
combined  with  all  other  resources, 
exceeds  the  student's  financial  need. 

The  institution,  however,  does  NOT 
violate  this  rule  if — 

(1)  The  student  receives  additional 
funds  after  the  institution  awards  aid, 
and  total  resources  exceed  his  or  her 
financial  need  by  $200  or  less  by  the  end 
of  the  academic  year;  or 

(ii)  The  student  earns  more  money 
from  employment  than  the  institution 
anticipated  when  it  awarded  the  NDSL, 
and  it  treats  the  earnings  in  accordance 
with  paragraph  (c)  (prevention  of 
overaward). 

(2)  A  student's  financial  need  may  not 
exceed  his  or  her  cost  of  attendance. 

(3)  If  a  student’s  resources  exceed  his 
or  her  need  by  more  than  $200,  and  the 
excess  is  not  from  employment,  the 
overaward  is  the  amount  that  exceeds 
the  $200. 

(c)  Prevention  of  overaward  by 
treatment  of  earnings.  An  institution 
must  take  the  following  steps  when  it 
learns  that  a  borrrower  has  earned,  or 
will  earn,  more  than  $200  over  his  or  her 
financial  need: 

(1)  It  must  decide  whether  the  student 
needs  the  money  to  pay  for  necessary 
additional  educational  costs, 
unanticipated  when  it  awarded  financial 
aid  to  the  student.  If  the  student  does,  no 
further  action  is  necessary. 

(2)  If  the  student’s  earnings  still 
exceed  need  by  $200  or  more  after  the 
institution  subtracts  any  additional 
costs,  it  must  cancel  any  unpaid  loan  or 
grant  (other  than  Pell  Grants)  to  avoid 
exceeding  need  by  more  than  $200. 

(3)  If  the  student’s  earnings  still 
exceed  his  or  her  need  by  more  than 
$200  after  the  institution  takes  the  steps 
required  in  the  two  preceding 
subparagraphs,  and  the  student  is 
enrolled  for  the  next  academic  year,  the 


institution  must  use  the  amount  that 
exceeds  $200  as — 

(i)  A  resource  to  help  pay  the 
student’s  cost  of  attendance  in  the 
following  year;  or 

(ii)  A  substitute  for  the  student’s 
expected  family  contribution  for  the 
current  year  unless  a  GSL  or  PLUS  is 
used  for  that  purpose. 

(4)  If  the  student's  earnings  still 
exceed  his  or  her  need  by  more  than 
$200  after  the  institution  takes  the  steps 
required  in  subparagraphs  (1)  and  (2)  of 
this  paragraph,  and  the  student  is  NOT 
enrolled  for  the  next  academic  year,  no 
further  action  is  necessary. 

(d)  Resources.  The  Secretary 
considers  that  "resources”  include,  but 
are  not  limited  to,  any — 

(1)  Funds  the  student  is  entitled  to 
receive  from  a  Pell  Grant,  regardless  of 
whether  the  student  applies  for  it; 

(2)  Waiver  of  tuition  and  fees; 

(3)  Scholarship  or  grant,  including  an 
SEOG  or  athletic  scholarship; 

(4)  Fellowship  or  assistantship; 

(5)  Insurance  programs  for  the 
student’s  education,  including  any  social 
security  educational  benefits  not 
included  in  computing  EFC; 

(6)  GSL,  or  PLUS  as  indicated  under 
paragraph  (e); 

(7)  Long-term  loans,  excluding  GSL 
and  PLUS,  made  by  the  institution; 

(8)  Net  earnings  from  employment, 
including  any  part  of  an  independent 
student’s  net  earnings  not  included  as 
part  of  the  student’s  EFC.  (“Net 
earnings”  means  gross  earnings  minus 
taxes  and  job  related  costs);  and 

(9)  Veterans  benefits  (except  that  part 
included  as  part  of  the  student’s  EFC). 

(e)  Treatment  of  Guaranteed  Student 
Loans  (GSL)  and  Parent  Loans  for 
Undergraduate  Students  (PLUS).  (1)  A 
student  may  use  a  GSL  or  a  PLUS  as  a 
substitute  for  his  or  her  expected  family 
contribution. 

(2)  However,  if  the  loan  amounts 
under  one  or  both  of  these  programs 
exceeds  the  student’s  expected  family 
contribution,  the  Secretary  considers  the 
excess  to  be  a  resource. 

(f)  Administrative  responsibility.  (1) 
An  institution  is  responsible  ONLY  for 
the  resources  it — 

(1)  Makes  available  to  its  students; 

(ii)  Knows  about;  or 

(iii)  Can  reasonably  anticipate  at  the 
time  it  awards  NDSL  funds  to  the 
student. 

(2)  An  institution  must  take 
reasonable  steps  to  stay  informed  about 
the  earnings  of  a  student  employed 
outside  the  institution. 

(g)  The  provisions  of  paragraph  (b)  of 
this  section  are  retroactive  to  October 
12, 1976. 

(20  U.S.C.  1087dd) 
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§674.15  Coordination  with  Bi A  grants. 

*(a)  To  determine  the  amount  of  an 
NDSL  for  a  student  who  is  also  eligible 
for  a  Bureau  of  Indian  Affairs  (BIA) 
education  grant,  an  institution  must 
prepare  a  package  of  student  aid — 

(1)  From  resources  other  than  the  BIA 
education  grant  the  student  has  received 
or  is  expected  to  receive;  and 

(2)  That  is  consistent  in  type  and 
amount  with  packages  prepared  for 
students  in  similar  circumstances  who 
are  not  eligible  for  a  BIA  education 
grant. 

‘(b)(1)  The  BIA  education  grant, 
whether  received  by  the  student  before 
or  after  the  preparation  of  the  student 
aid  package,  supplements  that  package. 

(2)  No  adjustment  may  be  made  to  the 
student  aid  package  as  long  as  the  total 
of  the  package  and  the  BIA  education 
grant  is  less  than  the  institution’s 
determination  of  that  student’s  financial 
need. 

‘(c)(1)  If  the  BIA  education  grant, 
when  combined  with  other  aid  in  the 
package,  exceeds  the  student’s  need,  the 
excess  must  be  deducted  and  may  be 
deducted  only  from  the  other  assistance, 
not  the  BIA  education  grant. 

(2)  The  institution  must  deduct  the 
excess  in  the  following  sequence:  loans, 
work-study  awards,  and  grants  other 
than  Pell  Grants.  However,  the 
institution  may  change  the  sequence  if 
requested  by  a  student  and  the 
institution  believes  the  change  benefits 
the  student. 

*{d)  To  determine  the  financial  need 
of  a  BIA-eligible  student,  a  financial  aid 
administrator  is  encouraged  to  consult 
with  area  officials  in  charge  of  BIA 
postsecondary  financial  aid. 

(20  U.S.C.  I087dd) 

§  674.16  Making  and  disbursing  loans. 

(a)  Before  an  institution  makes  its  first 
advance  to  a  student,  it  must — 

(1)  Inform  the  borrower  of  his  or  her 
obligations  to — 

(1)  Repay  the  loan;  and 

(ii)  Apply  the  proceeds  only  to 
educational  expenses. 

(2)  Provide  the  borrower  with  the 
following  information — 

(i)  The  yearly  and  cumulative 
maximum  loan  amounts  that  may  be 
borrowed; 

(ii)  The  repayment  terms; 

(iii)  The  maximum  number  of  years  in 
which  the  loan  must  be  repaid; 

(iv)  The  interest  rate  and  the  minimum 
monthly  payment; 

(v)  Other  entitlements  the  borrower 
may  have  for  deferral,  cancellation, 
repayment,  consolidation  or  other 
refinancing  of  the  loan; 

(vi)  A  definition  of  default  and  the 
consequences  to  the  borrower  if  he  or 


she  defaults,  including  a  description  of 
any  arrangements  made  with  credit 
bureau  organizations. 

(vii)  The  effects  of  accepting  the  loan 
on  the  eligibility  qf  the  borrower  for 
other  forms  of  student  assistance. 

(b)  An  institution  may  satisfy  the 
requirements  of  paragraph  (a)  of  this 
section  by  mailing  the  information  to  the 
student. 

(c) (1)  An  institution  using  a  semester, 
trimester,  or  quarter  system  must 
advance  each  payment  period  a  portion 
of  a  loan  awarded  for  a  full  academic 
year. 

(2)  The  institution  determines  the 
amount  advanced  each  payment  period 
by  the  following  fraction: 

NDSL 

N 

Where  NDSL = total  NDSL  award 
and  N=the  number  of  semesters,  trimesters, 
or  quarters  in  that  year. 

(3)  If  the  total  NDSL  award  is  to  a 
student  attending  less  than  a  full 
academic  year,  the  institution 
determines  the  amount  of  each  advance 
by  the  following  fraction: 

NDSL 

R 

Where  NDSL = total  NDSL  award 
and  R=the  number  of  semesters,  trimesters, 
or  quarters  remaining  in  the  academic 
year. 

(d)  Notwithstanding  paragraph  (c),  if  a 
student  incurs  uneven  costs  during  an 
academic  year  and  needs  additional 
funds  in  a  particular  payment  period, 
the  institution  may  advance  NDSL  funds 
to  the  student  for  that  purpose. 

(e) (1)  An  institution  NOT  using  a 
semester,  trimester,  or  quarter  system 
must  advance  funds  to  the  student  at 
least  twice  during  an  academic  year. 

(2)  The  institution  must  make  one 
advance  at  the  beginning  and  another  at 
the  midpoint  of  the  academic  year. 

(3)  The  institution  may  not  advance 
more  than  half  the  loan  before  the 
midpoint. 

(f) (1)  Within  each  payment  period,  an 
institution  may  advance  funds  to  the 
student  at  such  time  and  in  such 
amounts  as  it  determines  best  meets  the 
student’s  needs. 

(2)  It  may  pay  the  borrower  directly 
by  check  or  by  crediting  his  or  her 
account  with  the  institution. 

(3)  However,  if  it  credits  the  account, 
the  institution  must  give  the  borrower  a 
receipt. 

(4)  In  either  case,  the  borrower  must 
sign  for  the  funds  in  the  Schedule  of 
Advances  part  of  the  note. 

(g)  Only  one  advance  is  necessary  if 
the  total  amount  the  institution  awards 


a  student  under  the  Campus  Based 
Programs  is  less  than  $301. 

(h)  A  6  month  training  program  that 
prepares  students  for  gainful 
employment  in  a  recognized  occupation 
equals  a  full  academic  year  for  purposes 
of  disbursement. 

(i)  A  correspondence  student  must 
submit  his  or  her  first  completed  lesson 
before  receiving  an  advance. 

(j) (l)  An  institution  may  not  disburse 
loan  funds  to  a  student  unless  the 
student  files  a  statement  of  educational 
purpose  in  which  the  student  declares 
that  he  or  she  will  use  the  loan  solely  for 
educational  expenses  in  connection  with 
attendance  at  the  institution. 

(2)  The  Secretary  considers  the 
following  as  satifying  this  requirement: 
Statement  of  Educational  Purpose  I 
declare  that  I  will  use  any  funds  I 
receive  under  the  NDSL  program  for 
expenses  connected  with  attendance  at 

(Name  of  institution) - 

(Date) - (Signature) - . 

(k)  If  an  institution  computes  a 
student’s  need  using  estimated  data 
submitted  before  January  1  of  the 
previous  award  year,  the  institution  may 
not  pay  the  student  unless  it  verifies  that 
information. 

(20  U.S.C.  424, 1087cc,  1087cc-l  and  1094) 

§  674.17  Federal  interest  In  allocated 
funds— Transfer  of  loan  fund. 

*(a)  Except  for  funds  received  for  the 
administrative  cost  allowance  (see 
§  674.18(b)),  funds  received  by  an 
institution  under  the  NDSL  program  are 
held  in  trust  for  the  intended  student 
beneficiaries.  Funds  may  not  be  used  or 
hypothecated  (i.e.,  serve  as  collateral) 
for  any  other  purpose. 

(b)  (1)  If  an  institution  responsible  for 
an  NDSL  Fund  closes  or  no  longer  wants 
to  participate  in  the  program,  the 
Secretary  will  take  the  following  steps 
to  protect  the  outstanding  loans  and  the 
Federal  interest  in  that  Fund: 

(1)  The  undertaking  of  a  capital 
distribution  of  the  liquid  assets  of  the 
Fund  according  to  §  466(c)  of  the  Act; 

(ii)  The  transfer  of  the  outstanding 
loans  to  another  institution  in  the  same 
State;  or 

(iii)  The  transfer  of  the  outstanding 
loans  to  the  Department  of  Education  if 
no  institution  in  that  State  wishes  to 
receive  them. 

(2)  The  Secretary  considers  the  cost  of 
collecting  the  transferred  outstanding 
loans  to  be  equal  to  the  institutional 
share  of  those  loans. 

(3)  If  the  Secretary  transfers  the 
outstanding  loans  to  a  second 
institution,  the  second  institution  may 
deposit  the  collections  on  those  loans  in 
its  own  Fund.  The  Secretary  considers 
the  first  institution’s  share  of  those  • 
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collections  to  be  the  second  institution’s 
institutional  capital  contribution. 

(4)  If  the  Secretary  transfers  the 
outstanding  loans  to  the  Department  of 
Education,  the  Secretary  may  use  the 
institutional  share  of  those  collections  to 
pay  collection  costs. 

(c)  If  more  than  one  institution  in  the 
State  offers  to  collect  the  outstanding 
loans,  the  Secretary  will  transfer  the 
loans  to  one  or  more  of  the  competing 
institutions  on  the  basis  of — 

(1)  Primarily,  the  institution’s 
demonstrated  loan  collection  capability; 
and 

(2)  Secondarily,  the  number  of 
students  of  the  first  institution  expected 
to  enroll  in  the  second  institution. 

(d)  No  audit  exception  will  be  taken 
against  the  second  institution  on 
account  of  actions  or  omissions  of  the 
first  institution  in  the  administration  of 
its  Fund.  The  second  institution  must 
segregate  the  transferred  Fund  account 
until  an  audit  satisfactory  to  the 
Secretary  is  performed  on  the  operation 
of  the  first  institution’s  program. 

(20  U.S.C.  1087aa-1087ii;  1087cc) 

§  674.18  Use  of  funds. 

(a)  General.  An  institution  must 
deposit  the  funds  it  receives  under  the 
NDSL  program  into  its  Student  Loan 
Fund.  It  may  use  these  funds  only  for 
making  loans  and  the  other  activities 
specified  in  §  674.8(b). 

(b)  Administrative  cost  allowance.  An 
institution  participating  in  the  NDSL 
program  is  entitled  to  an  administrative 
cost  allowance. 

(1)  The  amount  of  the  allowance 
equals — 

(1)  Five  (5)  percent  of  the  first 
$2,750,000  of  the  institution’s 
expenditures  in  an  award  year  under 
CWS,  SEOG  and  NDSL  programs;  plus 

(ii)  Four  (4)  percent  of  its  expenditures 
which  are  greater  than  $2,750,000  but 
less  than  $5,500,000;  plus 

(iii)  Three  (3)  percent  of  its 
expenditures  in  excess  of  $5,500,000. 

(2)  However,  for  the  purpose  of 
calculating  the  allowance  in  paragraph 
(b)(1)  of  this  section,  CWS  expenditures 

.  made  under  the  Community  Service 
Learning  Program  (§  675.28)  or  NDSL 
loans  that  are  assigned  to  the  Secretary 
under  Section  463(a)(6)(B)  of  the  Higher 
Education  Act  are  not  included. 

(3)  An  institution  must  use  its 
administrative  cost  allowance  to  offset 
its  costs  of  administering  the  Pell  Grant, 
CWS,  SEOG  and  NDSL  programs. 
Administrative  costs  also  include  the 
expenses  incurred  for  carrying  out  the 
student  consumer  information  services 
requirements  of  Subpart  C  of  the 
Student  Assistance  General  Provisions, 
34  CFR  Part  668. 


(4)  An  institution  may  not  charge  any  . 
administrative  expenses  against  its 
NDSL  Fund  for  an  award  year  unless  it 
advances  funds  to  students  for  that 
year. 

(20  U.S.C.  1087cc,  1087dd,  and  1096) 

§  674.19  Fiscal  procedures  and  records. 

*(a)  Fiscal  procedures.  (1)  In 
administering  its  NDSL  program,  an 
institution  must  establish  and  maintain 
an  internal  control  system  of  checks  and 
balances  that  insures  that  no  office  can 
both  authorize  payments  and  disburse 
funds  to  students. 

(2)  A  separate  bank  account  for 
Federal  funds  is  not  required,  except  as 
provided  in  paragraph  (b).  However,  an 
institution  must  notify  any  bank  in 
which  it  deposits  Federal  funds  of  all 
accounts  in  that  bank  in  which  it 
deposits  Federal  funds.  The  institution 
may  give  this  notice  by  either — 

(i)  Including  in  the  name  of  the 
account  the  fact  that  Federal  funds  are 
deposited;  or 

(ii)  Notifying  the  bank  in  writing  of  the 
accounts  in  which  it  deposits  Federal 
funds.  The  institution  must  retain  a  copy 
of  this  notice  in  its  files. 

(b)  Account  for  NDSL  Fund.  (1)  An 
institution  must  maintain  all  the  cash  of 
its  NDSL  Fund  in  a  separate  bank 
account  that  contains  no  other  funds  if 
the  Secretary  determines  that  the 
institution’s  accounting  system  and 
internal  controls  do  not — 

(1)  Meet  the  requirements  of  paragraph 

(c),  paragraph  (d),  or  both; 

(ii)  Identify  the  cash  balance  of  the 
NDSL  Fund  as  readily  as  if  the  Fund 
were  maintained  in  a  separate  bank 
account;  or 

(iii)  Adequately  identify  the  earnings 
of  the  Fund. 

(2)  The  Secretary  makes  that 
determination  on  the  basis  of  an  audit 
examination  or  as  a  result  of  a  program 
review. 

(3)  That  separate  bank  account  must 
be  identified  as  the  institution’s  NDSL 
Fund  account  and  must  contain  all  the 
cash  of  the  institution’s  NDSL  Fund. 

That  cash  includes  Federal  capital 
contributions,  institutional  capital 
contributions,  repayments  made  by 
borrowers,  Direct  loan  cancellation 
payments,  and  any  earnings  of  the  Fund 
including  interest. 

(c)  Records  and  reporting.  (1)  An 
institution  must  establish  and  maintain 
on  a  current  basis  financial  records  that 
reflect  all  program  transactions.  The 
institution  must  establish  and  maintain 
general  ledger  control  accounts  and 
related  subsidiary  accounts  that  identify 
each  program  transaction  and  separate 
those  transactions  from  all  other 
institutional  financial  activity. 


(2)  The  institution  must  also  establish 
and  maintain  program  and  fiscal  records 
that — 

(i)  Are  reconciled  at  least  monthly; 

(ii)  Identify  each  student’s  account 
and  status; 

(iii)  Show  the  eligibility  of  each 
student  aided  under  the  program; 

(iv)  Show  the  amount  of  need  and 
how  the  need  was  met  for  each  student; 
and 

(v)  Identify  the  administrator  who 
determined  the  need. 

(3)  Each  year  an  institution  must 
submit  a  Fiscal-Operations  Report  plus 
other  information  the  Secretary  requires. 
The  institution  must  comply  with 
requirements  to  insure  the  information 
reported  is  accurate  and  must  submit  it 
on  the  form  and  at  the  time  specified  by 
the  Secretary. 

(d)  Retention  of  records.  (1)  Records. 
Each  institution  must  keep  intact  and 
accessible  records  of  the  receipt  and 
expenditure  of  Federal  funds,  including 
all  accounting  records  and  original  and 
supporting  documents  necessary  to 
document  how  the  funds  are  spent. 

*(2)  Period  of  retention.  Except  for 
loan  records  and  audit  questions,  an 
institution  must  keep  records  for  an 
award  year  for  five  years  after  it 
submits  its  Fiscal-Operations  Report  for 
that  year. 

(3)  Loan  records,  (i)  An  institution 
must  maintain  a  repayment  history  for 
each  borrower.  This  repayment  history 
must  show  the  date  and  amount  of  each 
repayment  over  the  life  of  the  loan.  It 
must  also  indicate  the  amount  of  each 
repayment  credited  to  principal  and 
interest  respectively. 

(ii)  This  history  must  also  show  the 
date,  nature,  and  result  of  each  contact 
with  the  borrower  or  proper  endorser  in 
the  collection  of  an  overdue  loan.  The 
institution  must  include  in  the 
repayment  history  copies  of  all 
correspondence  to  or  from  the  borrower 
and  endorser,  except  routine  bills, 
routine  overdue  notices,  and  routine 
form  letters. 

(iii)  An  institution  must  retain 
repayment  records,  including 
cancellation  and  deferment  requests,  for 
at  least  5  years  from  the  date  of  the 
loan’s  assignment  or  final  repayment  or 
cancellation. 

*(4)  Microfilm  copies.  An  institution 
may  substitute  microfilm  copies  for 
original  records  in  meeting  the 
requirements  of  this  section. 

*(5)  Audit  questions.  An  institution 
must  keep  records  in  any  claim  or 
expenditure  questioned  by  Federal  audit 
until  resolution  of  any  audit  questions. 
However,  the  institution  does  not  have 
to  retain  records  beyond  5  years  if  the 
actions  taken  by  the  United  States  to 
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recover  funds  are  barred  by  the  Federal 
statute  of  limitation  in  28  U.S.C.  2415(b). 

(e)  Audits-Federal.  An  institution 
must  give  the  Secretary,  the  Comptroller 
General  of  the  United  States,  or  their 
duly  authorized  representatives  access 
to  the  records  specified  in  paragraphs 
(d)  (1),  (2),  and  (3)  and  to  any  other 
pertinent  books,  documents,  papers,  and 
records. 

(f)  Separate  records.  An  institution 
need  not  maintain  separate  records  for 
National  Defense  Student  Loans  and 
National  Direct  Student  Loans  except 
for  loan  cancellation  records. 

*(g)  Audits — Non-Federal.  (1)  An 
institution  must  audit,  or  have  audited 
under  its  direction,  NDSL  transactions 
to  determine  at  a  minimum — 

(1)  The  fiscal  integrity  of  financial 
transactions  and  reports;  and 

(ii)  If  those  transactions  are  in 
compliance  with  the  applicable  laws 
and  regulations. 

(2)  The  audits  must  be  performed  in 
accordance  with  the  Education 
Department’s  “Audit  Guide”  for  student 
financial  aid  programs. 

(3)  The  institution  must  have  an  audit 
performed  at  least  once  every  two  years 
unless  the  Secretary  approves  a  longer 
interval. 

(4)  Each  audit  must  cover  the  entire 
period  of  time  since  the  last  audit. 

*(h)  Audit  reports.  The  institution 
must  submit  audit  reports  to  its  local 
regional  office  of  the  Education 
Department’s  Office  of  Inspector  - 
General  Audit  Agency.  It  must  give  the 
Secretary  and  the  Inspector  General 
access  to  records  or  other  documents 
necessary  to  the  audit’s  review. 

(i)  Safekeeping.  An  institution  must 
keep  promissory  notes  and  student  loan 
ledgers  in  good  order  in  a  locked,  fire 
proof  container.  Only  authorized 
personnel  may  have  access  to  these 
documents. 

(20  U.S.C.  424, 1087cc,  1232c.) 

§  674.20  Compliance  with  truth  in  lending 
and  equal  credit  opportunity  requirements. 

In  making  an  NDSL,  an  institution 
must  comply  with  the  truth  in  lending 
requirements  of  Regulation  Z  (12  CFR 
226)  and  with  the  equal  credit 
opportunity  requirements  of  Regulation 
B  (12  CFR  202).  With  regard  to 
Regulation  B,  the  Secretary  considers 
the  NDSL  program  to  be  a  credit 
assistance  program  authorized  by 
Federal  law  for  the  benefit  of  an 
economically  disadvantaged  class  of 
persons  within  the  meaning  of  12  CFR 
202.8(a)(1).  Therefore  the  institution  may 
request  a  loan  applicant  to  disclose  his 
or  her  marital  status,  income  from 
alimony,  child  support,  and  spouse’s 
income  and  signature.  (12  CFR  202.8(d)). 


(20  U.S.C.  1087aa-1087ii.) 

§  674.21  Deposit  of  institutional  capital 
contributions  into  Fund. 

When  an  institution  deposits  any 
Federal  capital  contribution  to  its  Fund 
it  must  deposit  its  institutional  capital 
contribution  at  the  same  time. 

(20  U.S.C.  1087cc.) 

Subpart  B— Terms  of  Loans 

§  674.31  Defense  and  direct  loan 
maximums  for  students. 

(a)  The  maximum  amount  of  Defense 
and  Direct  loans  an  eligible  student  may 
borrow  is — 

(1)  $3,000  for  a  student  who  has  not 
completed  2  academic  years  of  study 
toward  a  bachelor’s  degree.  The  $3,000 
includes  Defense  and  Direct  loans. 

(2)  $6,000  for  a  student  who  has 
completed  2  academic  years  of  study 
toward  a  bachelor’s  degree  and  has 
achieved  third-year  status  but  has  NOT 
received  the  degree.  The  $6,000  includes 
Defense  and  Direct  loans  the  student 
borrowed  before  completing  the  2  years 
of  study  toward  a  bachelor’s  degree;  and 

(3)  $12,000  for  study  toward 
professional  or  graduate  degrees.  The 
$12,000  includes  Defense  and  Direct 
loans  a  student  borrowed  for 
undergraduate  study. 

(20  U.S.C.  1087dd.) 

§  674.32  Promissory  note— loan 
repayment. 

(a)  Promissory  note.  (1)  To  receive  a 
loan  a  student  must  sign  a  promissory 
note  before  the  institution  makes  any 
advance. 

(2)  The  Secretary  must  approve  the 
promissory  note  used  by  the  lending 
institution. 

(3)  The  note  in  appendix  B  is 
acceptable.  The  institution  must  not 
change  the  meaning  of  this  note  without 
the  Secretary’s  approval. 

(4)  The  lending  institution  must  give  a 
copy  of  the  signed  note  to  the  borrower 
at  or  before  the  exit  interview. 

(b)  Interest  rate.  The  promissory  note 
must  state  that — 

(1) (i)  For  loans  made  before  July  1, 
1981,  the  rate  of  interest  on  the  loan  is  3 
percent  per  annum  on  the  unpaid 
balance;  and 

(ii)  For  loans  made  on  or  after  July  1. 
1981,  the  rate  of  interest  on  the  loans  is  4 
percent  per  annum  on  the  unpaid 
balance;  and 

(2)  No  interest  may  be  charged  before 
the  repayment  period  begins  or  during  a 
deferment  period  authorized  under 

§  674.34a  (a),  (b),  and  (d). 

(3)  No  repayment  of  principal  or 
interest  will  be  required  until  six  months 
after  the  completion  of  any  deferment 


period  as  set  forth  in  §  674.34  (a),  (b), 
and  (d). 

(c)  Repayment.  (1)  The  promissory 
note  must  state  that  the  repayment 
period — 

(1)  Begins  6  months  after  the  borrower 
ceases  to  be  a  least  a  half-time  student 
at  an  institution  of  higher  education  or  a 
comparable  institution  outside  the  U.S. 
approved  for  this  purpose  by  the 
Secretary,  and  normally  ends  10  years 
later, 

(ii)  May  begin  earlier  if  the  borrower 
requests  it;  and 

(iii)  May  vary  because  of  minimum 
monthly  repayments  (see  §  674.33)  or 
deferments  (see  §  §  674.34  and  674.34a). 

(iv)  May  be  extended  for  up  to  ten 
years  if,  during  the  repayment  period, 
the  institution  determines  that  the 
borrower  is  or  will  be  a  low-income 
individual  (as  defined  in  §  674.34a(h)(8)) 
during  the  repayment  period;  and 

(v)  May  be  adjusted  to  reflect  the 
income  of  the  borrower  if  the  institution 
determines  the  borrower  to  be  a  low- 
income  individual. 

(2)  The  promissory  note  must  state 
that  the  borrower  must  repay  the  loan — 

(1)  In  equal  quarterly,  bimonthly,  or 
monthly  amounts,  as  die  institution 
chooses;  or 

(ii)  In  graduated  installments  if  the 
borrower  requests  a  graduated 
repayment  schedule,  the  institution 
submits  the  schedule  to  the  Secretary 
for  approval,  and  the  Secretary 
approves  it. 

(3)  A  repayment  plan  must  be 
established  before  the  student  ceases  to 
be  at  least  a  half-time  student. 

(4)  The  institution  must  give  the 
borrower  a  copy  of  the  promissory  note 
with  a  copy  of  the  repayment  plan 
attached. 

(5)  If  the  last  repayment  is  $10  or  less 
the  institution  may  add  it  the  next-to- 
last  repayment. 

(6)  A  loan  repayment  must  first  be 
applied  to  interest  due  on  the  loan,  with 
the  remainder  applied  to  principal. 

(d)  Minimum  rates  of  repayment — 
deferments.  (1)  The  promissory  note 
may,  at  the  option  of  the  institution, 
state  that  the  monthly  repayments  may 
vary  according  to  the  minimum  monthly 
repayment  provision  (see  §  674.33). 

(2)  The  promissory  note  must  include 
the  deferment  provisions  set  forth  in 

§  674.34a. 

(e)  Prepayment.  (1)  The  promissory 
note  must  state  that  the  borrower  may 
prepay  all  or  part  of  the  loan  at  any  time 
without  penalty. 

(2)  Amounts  repaid  during  the 
academic  year  in  which  the  loan  was 
made  will  be  used  to  reduce  the  original 
loan  amount  and  will  not  be  considered 
prepayments. 
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(3)  If  a  borrower  repays  more  than  the 
amount  due  for  any  repayment  period, 
the  excess  must  be  used  to  prepay  the 
principal  unless  the  borrower  designates 
it  as  an  advance  payment  of  the  next 
regular  installment. 

(f)  Penalty  charge.  (1)  An  institution 
may  state  in  the  promissory  note  that  a 
penalty  will  be  charged  if  the  borrower 
does  not — 

(1)  Repay  all  or  part  of  a  scheduled 
repayment  when  due; 

(ii)  File  a  timely  request  for 
cancellation  or  deferment  with  the 
institution.  This  request  must  include 
sufficient  evidence  to  enable  the 
institution  to  determine  whether  the 
borrower  is  entitled  to  a  cancellation  or 
deferment. 

(2)  The  institution  may  include  the 
following  penalty  charges  in  the 
promissory  note.  If  the  loan  is 
repayable — 

(i)  Monthly,  the  maximum  monthly 
charge  is  $1  for  the  first  month  and  $2 
for  each  additional  month,  for  each 
overdue  payment; 

(ii)  Bimonthly,  the  maximum 
bimonthly  charge  is  $3  for  each  overdue 
payment;  and 

(iii)  Quarterly,  the  maximum  charge 
per  quarter  is  $6  for  each  overdue 
payment. 

(3)  Applying  penalty  charges.  The 
institution  may — 

(i)  Add  the  penalty  charge  to  the 
principal  the  day  after  the  scheduled 
repayment  was  due;  or 

(ii)  Include  it  with  the  next  scheduled 
repayment  after  the  borrower  receives 
notice  of  the  penalty  charge. 

(g)  Security  and  endorsement.  The 
promissory  note  must  state  that  the  loan 
must  be  made  without  security  and 
endorsement  unless — 

(1)  The  borrower  is  a  minor;  and 

(2)  Under  applicable  State  law,  a  note 
signed  by  a  minor  would  not  create  a 
binding  obligation. 

(h)  Assignment.  The  promissory  note 
must  state  that  a  note  may  only  be 
assigned  to — 

(1)  The  United  States  or  an  institution 
approved  by  the  Secretary;  or 

(2)  An  institution  the  borrower  has 
transferred  to,  if  that  institution — 

(i)  Is  participating  in  the  NDSL 
program;  or 

(ii)  Is  not  participating,  but  has  been 
approved  by  the  Secretary;  to  receive 
the  notes. 

(i)  Acceleration.  The  promissory  note 
must  state  that  an  institution  may 
demand  immediate  repayment  of  the 
entire  loan,  including  any  penalty 
charges  and  accrued  interest,  if  the 
borrower  does  not — 

(1)  Make  a  scheduled  repayment  on 
time;  or 


(2)  File  cancellation  or  deferment 
form(s)  with  the  institution  on  time. 

(j)  Cost  of  collection.  The  promissory 
note  may  state  that  the  borrower  must 
pay  all  attorney’s  fees  and  other  loan 
collection  costs  and  charges. 

(k)  Disclosure  of  information.  The 
promissory  note  shall  state  that  if  the 
borrower  defaults  on  the  loan  and  the 
loan  is  referred  to  the  Secretary,  the 
Secretary  may  disclose  to  a  credit 
bureau  organization — 

(l)  That  the  borrower  has  defaulted 
on  the  loan;  and 

(2)  Any  other  relevant  information. 

(20  U.S.C.  425  and  1087dd.) 

§  674.33  Minimum  repayment  rates. 

In  this  section  monthly  repayment 
amounts  also  apply  to  bimonthly  or 
quarterly  equivalents.  / 

(a) (1)  Defense  loan.  Ah  institution 
may  require  a  borrower  to  pay  a  $15 
minimum  monthly  repayment  if — 

(1)  The  monthly  repayment  of 
principal  and  interest  for  a  10  year 
repayment  period  is  less  than  $15  a 
month;  and 

(ii)  The  promissory  note  includes  a  $15 
minimum  monthly  repayment  provision. 

(2)  Direct  loan.  The  institution  may 
require  a  borrower  to  pay  a  $30 
minimum  monthly  repayment  if — 

(i)  The  monthly  repayment  of 
principal  and  interest  for  a  10  year 
repayment  period  is  less  than  $30  a 
month;  and 

(ii)  The  promissory  note  includes  a  $30 
minimum  monthly  repayment  provision. 

(b)  Minimum  repayment  of  loans  from 
more  than  one  institution.  (1)  Defense 
loan.  If  a  borrower  has  received  loan? 
from  more  than  one  institution  and — 

(1)  Only  one  institution  exercises  the 
$15  option  when  the  repayment  is  less 
than  $15,  that  institution  will  receive  the 
difference  between  $15  and  the 
repayment  owed  to  the  other  institution; 
or 

(ii)  Each  institution  exercises  the  $15 
minimum  option,  the  minimum 
repayment  must  be  divided  among  the 
institutions  in  proportion  to  the  amount 
of  principal  advanced  by  each 
institution. 

(2)  Direct  loan.  If  a  borrower  has 
received  loans  from  more  than  one 
institution  and — 

(i)  Only  one  institution  exercises  the 
$30  option  when  the  repayment  is  less 
than  $30,  that  institution  will  receive  the 
difference  between  $30  and  the 
repayment  owed  to  the  other  institution; 
or 

(ii)  Each  institution  exercises  the  $30 
minimum  option,  the  minimum 
repayment  must  be  divided  among  the 
institutions  in  proportion  to  the  amount 


of  principal  advanced  by  each 
institution. 

(c)  Minimum  repayment  of  both 
Direct  and  Defense  loans  from  one  or 
more  institutions.  If  a  borrower  has 
received  both  a  Direct  and  a  Defense 
loan,  the  following  rules  apply.  In  all 
cases  the  repayment  includes  principal 
and  interest. 

(1)  If  the  total  monthly  repayment  is  at 
least  $30  for  both  a  Defense  and  a  Direct 
loan,  no  institution  may  exercise  a 
minimum  repayment  option,  even  if  the 
Defense  loan  repayment  is  less  than  $15 
or  the  Direct  loan  repayment  is  less  than 
$30. 

(2)  If  the  total  monthly  repayment  is 
less  than  $30  for  both  the  Defense  and 
Direct  loans,  an  institution  may  exercise 
either  minimum  repayment  option.  The 
maximum  monthly  repayment,  however, 
may  not  exceed  $30  a  month. 

(3)  If— 

(i)  The  total  monthly  repayment  is  less 
than  $30;  and 

(ii)  The  amount  owed  on  a  Defense 
loan  is  less  than  $15,  the  amount 
attributed  to  the  Defense  loan  may  not 
exceed  $15  a  month.  However,  $15  may 
be  attributed  to  the  Defense  loan  ONLY 
if  the  institution  exercises  the  minimum 
option  on  the  Defense  loan. 

(d)  Minimum  repayment  of  Direct 
loans  with  different  interest  rates,  or 
with  different  provisions,  from  one  or 
more  institutions. 

(1)  If  a  borrower  has  received  a  Direct 
loan  at  3  percent  and  a  Direct  loan  at  4 
percent  from  the  same  institution,  and 
the  total  monthly  repayment  is  at  least 
$30  for  both  the  Direct  loan  at  3  percent 
and  the  Direct  loan  at  4  percent,  the 
institution  may  not  exercise  the 
minimum  monthly  payment  on  either 
loan. 

(2)  If  the  borrower  has  received  a 
Direct  loan  at  3  percent  and  a  Direct 
loan  at  4  percent  at  the  same  institution 
and  the  total  monthly  repayment  is  less 
than  $30,  the  institution  may  exercise 
the  $30  minimum  payment  option, 
providing  it  is  in  the  promissory  notes, 
and  the  institution  divides  the 
repayment  between  the  accounts  in 
proportion  to  the  amount  of  principal 
advanced  under  each  loan. 

(3)  If  a  borrower  has  received  a  Direct 
loan  at  3  percent  from  one  institution 
and  a  Direct  loan  at  4  percent  from 
another  institution,  each  institution  shall 
fellow  the  procedures  outlined  in 
paragraph  (b)(2)  of  this  section. 

(4)  If  a  borrower  has  received  Direct 
loans  prior  to  October  1, 1980  and  a 
Direct  loan  between  October  1, 1980  and 
June  30, 1981  the  institution  shall  follow 
the  procedures  outlined  in  paragraphs 
(d)(1)  and  (b)(2)  of  this  section. 
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(20  U.S.C.  425  and  1087dd;  section  137d  of 
Pub.  L.  92-318.) 

§  674.34  Defense  or  Direct  loans  made  on 
or  before  September  30, 1980. 

(a)  Principal  need  not  be  repaid  and 
interest  will  not  accrue  during  a  period 
when  a  borrower  is  at  least  a  half-time 
student  at  an  institution  of  higher 
education  or  a  comparable  institution 
outside  the  U.S.  approved  by  the 
Secretary  for  this  purpose. 

(b)  Principal  need  not  be  repaid  and 
interest  will  not  accrue  for  a  period  of 
up  to  3  years  dining  which  time  the 
borrower  is — 

(1)  A  member  of  the  U.S.  Armed 
Forces  (see  §  174.56); 

(2)  A  Peace  Corps  volunteer;  or 

(3)  A  volunteer  under  the  Domestic 
Volunteer  Service  Act  of  1973. 

(c)  The  institution  must  not  include 
the  deferment  periods  described  in 
paragraphs  (a)  and  (b)  when 
determining  the  10  year  repayment 
period. 

(d) (1)  The  institution  may  defer 
repayments  under  extraordinary 
circumstances.  Interest,  however, 

(unlike  in  paragraphs  (a)  and  (b)) 
continues  to  accrue  during  this 
deferment  period. 

(2)  If  a  borrower  is  unable  to  make  a 
scheduled  repayment  due  to 
extraordinary  circumstances  such  as  a 
prolonged  illness  or  unemployment,  he 
or  she  may  ask  the  institution  to  change 
the  repayment  schedule  within  the  10 
year  repayment  period. 

(3) (i)  If  a  change  in  the  repayment 
schedule  of  a  Defense  loan  would 
extend  the  repayment  period  beyond  10 
years,  the  institution  must  notify  the 
Secretary  of  the  change. 

(ii)  If  a  change  in  the  repayment 
schedule  of  a  Direct  loan  would  extend 
the  repayment  period  beyond  10  years, 
the  institution  must  notify  the  Secretary 
of  the  change  and  receive  the 
Secretary’s  approval  before  making  it. 

(e) (1)  The  institution  may  defer  a 
borrower’s  Direct  loan  repayments  or 
revise  his  or  her  repayment  schedule  for 
up  to  1  year  if — 

(1)  The  institution  exercised  the 
minimum  monthly  repayment  rate; 

(ii)  The  borrower  is  unable,  due  to 
extraordinary  circumstances,  to  make 
repayment  when  due;  and 

(iii)  The  borrower  has  applied  for 
deferment  or  a  revised  repayment 
schedule. 

(2)  If,  at  the  end  of  the  1  year  period, 
the  borrower  is  still  unable  to  repay  at 
the  minimum  monthly  rate  because  of 
extraordinary  circumstances,  the 
institution  may  defer  repayment  or 
revise  repayments  for  up  to  another 
year. 


(3)  If  the  institution  defers  repayment 
on  a  loan  or  revises  a  repayment 
schedule  under  paragraph  (e)  of  this 
section,  (4),  or  (5)  of  this  paragraph, 
interest  continues  to  accrue. 

(4)  The  institution  may  not  defer  a 
loan  or  revise  a  repayment  schedule 
under  paragraphs  (e)  (1)  and  (2)  of  this 
section  if  the  revision  or  deferment 
results  in  a  repayment  period  of  more 
than  10  years. 

(f)  (1)  The  institution  may  defer 
Defense  loan  repayments  up  to  3  years 
for  a  less  than  half-time  student 
borrower  taking  courses  that  are 
creditable  toward  a  degree. 

(2)  Interest  accrues  during  this 
deferment  period. 

(3)  The  institution  may  exclude  these 
deferment  periods  in  computing  the  10 
year  repayment  period. 

(20  U.S.C.  425  and  1087dd.) 

§  674.34a  Deferment  of  repayment  Direct 
loans  made  on  or  after  October  1, 1980. 

(a)  Principal  need  not  be  repaid  and 
interest  will  not  accrue  during  a  period 
when  a  borrower  is  at  least  a  half-time 
student  at  an  institution  of  higher 
education  or  a  comparable  institution 
outside  the  U.S.  approved  by  the 
Secretary  for  this  purpose. 

(b)  Principal  need  not  be  repaid  and 
interest  will  not  accrue  for  a  period  of 
up  to  3  years  during  which  time  the 
borrower  is — 

(1)  A  member  of  the  U.S.  Armed 
Forces  or  an  officer  in  the 
Commissioned  Corps  of  the  U.S.  Public 
Health  Service;  (see  §  674.56); 

(2)  A  Peace  Corps  volunteer;  or 

(3)  A  volunteer  under  the  Domestic 
Volunteer  Service  Act  of  1973; 

(4)  A  full-time  volunteer  in  service 
which  the  Secretary  has  determined  is 
comparable  to  service  in  the  Peace 
Corps  or  under  the  Domestic  Volunteer 
Service  Act  of  1973  (ACTION  programs). 
The  Secretary  considers  that  a  borrower 
is  providing  comparable  service  if  he  or 
she  satisfies  the  following  five  criteria: 

(i)  The  borrower  serves  in  an 
organization  which  is  exempt  from 
taxation  under  Section  501(c)(3)  of  the 
Internal  Revenue  Code  of  1954; 

(ii)  The  borrower  provides  service  to 
low-income  persons  and  their 
communities  to  assist  them  in 
eliminating  poverty  and  poverty-related 
human,  social,  and  environmental 
conditions; 

(iii)  The  borrower's  compensation 
does  not  exceed  the  compensation 
received  by  a  full-time  volunteer  in  the 
Peace  Corps  or  in  a  program 
administered  by  the  ACTION  agency. 
Compensation  includes  an  allowance  for 
subsistence,  necessary  travel  expenses, 
and  stipends; 


(iv)  The  borrower,  as  part  of  his  or  her 
duties,  does  not  give  religious 
instruction,  conduct  worship  service, 
engage  in  religious  proselytizing,  or 
engage  in  fundraising  to  support 
religious  activities. 

(v)  The  borrower  has  agreed  to  serve 
on  a  full-time  basis  for  a  term  of  at  least 
one  year. 

(5)  Temporarily  totally  disabled,  as 
established  by  an  affidavit  of  a  qualified 
physician,  or  unable  to  secure 
employment  because  the  borrower  is 
providing  care  such  as  continuous 
nursing  or  other  similar  services 
required  by  a  spouse  who  is  so  disabled. 

(c) (1)  ‘Temporarily  totally  disabled” 
for  purposes  of  paragraph  (b)  of  this 
section  with  regard  to  the  borrower 
means  an  injury  or  illness  which 
prevents  an  individual  from  attending 
an  eligible  institution  or  to  be  gainfully 
employed  for  an  extended  period  of 
time. 

(2)  “Temporarily  totally  disabled” 
with  regard  to  the  borrower’s  spouse 
means  an  injury  or  illness,  established 
by  an  affidavit  of  a  qualified  physician, 
that  requires  the  borrower  to  provide 
care  such  as  continuous  nursing  or  other 
similar  services  thus  preventing  the 
borrower  from  obtaining  gainful 
employment. 

(d) (1)  Principal  need  not  be  paid  and 
interest  will  not  accrue  for  a  period  not 
to  exceed  two  years  during  which  time 
the  borrower  is  serving  an  eligible 
internship  after  obtaining  a  bachelor’s  or. 
professional  degree. 

(2)  An  eligible  internship  is  an 
internship  which  a  person  is  required  to 
undergo  to  receive  professional 
recognition  required  to  begin 
professional  practice  or  service.  Medical 
residency  is  an  example  of  such  an 
internship. 

(e)  The  institution  must  not  include 
the  deferment  periods  described  in 
paragraphs  (a),  (b),  (d)  and  the  grace 
period  described  in  paragraph  (f)  when 
determining  the  10-year  repayment 
period. 

(f)  No  repayment  of  principal  or 
interest  will  be  required  to  begin  until 
six  months  after  the  completion  of  any 
period  during  which  the  borrower  is  in 
deferment  under  paragraph  (a),  (b),  and 
(d). 

(g) (1)  The  institution  may  defer 
repayments  under  extraordinary 
circumstances. 

(2)  If  a  borrower  is  unable  to  make  a 
scheduled  repayment  due  to 
extraordinary  circumstances  such  as  a 
prolonged  illness  or  unemployment,  he 
or  she  may  ask  the  institution  to  change 
the  repayment  schedule  within  the  10 
year  repayment  period. 
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(3)  If  a  change  in  the  repayment 
schedule  of  a  Defense  loan  would 
extend  the  repayment  period  beyond  10 
years,  the  institution  must  notify  the 
Secretary  of  the  change.  If  a  change  in 
the  repayment  schedule  of  a  Direct  loan 
would  extend  the  repayment  period 
beyond  10  years,  the  institution  must 
notify  the  Secretary  of  the  change  and 
receive  the  Secretary’s  approval  before 
making  it. 

(h) (1)  The  institution  may  defer  a 
borrower’s  Direct  loan  repayments  or 
revise  his  or  her  repayment  schedule  for 
up  to  1  year  if — 

(i)  The  institution  exercised  the 
minimum  monthly  repayment  rate; 

(ii)  The  borrower  is  unable,  due  to 
extraordinary  circumstances,  to  make 
repayment  when  due;  and 

(iii)  The  borrower  has  applied  for 
deferment  or  a  revised  repayment 
schedule. 

(2)  If,  at  the  end  of  the  1  year  period, 
the  borrower  is  still  unable  to  repay  at 
the  minimum  monthly  rate  because  of 
extraordinary  circumstances,  the 
institution  may  defer  repayment  or 
revise  repayments  for  up  to  another 
year. 

(3)  If  the  institution  defers  repayment 
on  a  loan  or  revises  a  repayment 
schedule  under  paragraph  (g)  of  this 
section,  interest  continues  to  accrue. 

(4)  The  institution  may  not  defer  a 
loan  or  revise  a  repayment  schedule 
under  paragraphs  (g)  (1)  and  (2)  of  this 
section  if  the  revision  or  deferment 
results  in  a  repayment  period  of  more 
than  10  years. 

(i)  The  institution  may — 

(1)  Extend  the  repayment  period  up  to 
ten  years  for  any  student  borrower  who 
during  the  repayment  period  is  a  low- 
income  individual  if  that  individual  is 
expected  to  remain  a  low-income 
individual  during  that  repayment  period. 
The  term  “low-income  individual” 
means  an  individual  from  a  family 
whose  taxable  income  for  the  preceding 
year  did  not  exceed  150  percent  of  an 
amount  equal  to  the  poverty  level 
determined  by  using  criteria  of  poverty 
established  by  the  Bureau  of  the  Census. 

(2)  Adjust  the  repayment  schedule  to 
reflect  the  income  of  that  individual. 

(20  U.S.C.  425  and  1087dd.) 

§  674.35  Postponement  of  loan 
repayments  in  anticipation  of  cancellation. 

(a)  An  institution  must  postpone  loan 
repayments  for  a  12  month  period  if  the 
borrower — 

(1)  Teaches  or  provides  other  services 
eligible  for  loan  cancellation;  and 

(2)  Submits  a  statement  signed  by  a 
responsible  official  in  the  military, 
agency,  or  school  employing  the 
borrower,  specifying  that  the  borrower 


is  so  employed.  The  statement  must 
describe  the  borrower's  job,  list  the 
period  of  employment,  and  state 
whether  the  job  is  full-  or  part-time. 

(b)  If  a  borrower  has  received  both 
Defense  and  Direct  loans  and  is  eligible 
for  cancellation  benefits  on  only  one, 
the  institution  may  postpone  only 
repayments  on  the  loan  for  which 
cancellation  is  available. 

(20  U.S.C.  425  and  1087dd-ee.) 

§  674.36  Treatment  of  loan  repayments 
where  cancellation,  loan  repayments,  and 
minimum  monthly  repayments  apply. 

(a)  An  institution  may  not  exercise  the 
minimum  monthly  repayment  provisions 
on  a  note  when  the  borrower  has 
received  a  partial  cancellation  for  the 
period  covered  by  a  postponement. 

(b)  If  a  borrower  has  received  both 
Defense  and  Direct  loans  and  only  one 
can  be  cancelled,  the  amount  due  on  the 
uncancelled  loan  is  the  amount 
established  in  §  674.32(c),  loan 
repayment  terms  or  §  674.33(a), 
minimum  repayment  rates. 

(20  U.S.C.  425  and  1087dd-ee.) 

Subpart  C— Due  Diligence 

§674.41  [Reserved] 

§674.42  Due  diligence. 

Each  institution  must  be  diligent  and 
forceful  in  collecting  loans.  In  exercising 
this  responsibility  it  must — 

(a)  Inform  each  borrower  before  he  or 
she  signs  the  note  that  he  or  she  must 
repay  the  loan  and  apply  the  proceeds 
only  to  educational  expenses; 

(b)  Conduct  an  exit  interview  with 
each  borrower  (described  in  §  674.43) 
before  he  or  she  leaves  the  institution 
and,  again,  explain  his  or  her  obligation 
to  repay  the  loan; 

(c)  In  or  before  the  exit  interview — 

(1)  Give  a  copy  of  the  signed 
promissory  note  and  the  repayment 
schedule  to  the  borrower;  and 

(2)  Have  the  borrower  sign  the 
schedule.  A  repayment  schedule  shows 
the  borrower  the  total  amount  of  his  or 
her  loan  and  states  the  repayment 
amount  and  the  date  each  repayment  is 
due; 

(d)  Keep  a  signed  copy  of  the 
repayment  schedule  in  the  institution’s 
files; 

(e)  Mail  a  copy  of  the  note  and  two 
copies  of  the  repayment  schedule  to  a 
borrower  who  leaves  the  institution 
without  notice,  requesting  that  the 
borrower  sign  and  return  one  of  the 
schedules  to  the  institution; 

(f)  Keep  the  borrower  informed,  on  a 
timely  basis,  of  all  changes  in  the 
program  that  affect  his  or  her  rights  or 
responsibilities;  and 


(g)  Respond  promptly  to  all  inquiries 
from  the  borrower  or  any  endorser. 

(20  U.S.C.  1087cc.) 

§  674.43  Contact  with  the  borrower  prior 
to  repayment  period. 

•  (a)  Information  coordination.  An 
institution  must  coordinate  information 
among  its  offices,  e.g.  the  registrar, 
student  financial  aid,  business  and 
alumni  offices.  Doing  so  will  enable  it  to 
determine — 

(1)  When  a  borrower  will  graduate  so 
an  exit  interview  may  be  scheduled;  or 

(2)  Whether  a  borrower  has  left  the 
institution  without  notice  so  that 
required  information  may  be  mailed  to 
him  or  her. 

(b)  Exit  interview.  An  institution  must, 
if  possible,  conduct  an  exit  interview 
with  each  borrower  before  he  or  she 
leaves  the  institution.  If  an  individual 
interview  is  not  feasible,  a  group 
interview  is  permitted.  During  the 
interview  the  institution  must  tell  the 
borrower  again,  as  it  did  when  the  loan 
was  made,  that  the  borrower  received  a 
loan  and  the  loan  must  be  repaid  in 
accordance  with  the  repayment 
schedule.  Furthermore,  the  institution 
must  explain,  in  detail,  the  borrower’s 
rights  and  obligations  under  the  loan 
including  the  following: 

(1)  The  borrower  must  inform  the 
institution  immediately  of  any  address 
change. 

(2)  The  full  amount  of  the  loan  and  the 
interest  rate. 

(3)  The  first  repayment  amount  and 
when  it  is  due. 

(4)  The  borrower  must  contact  the 
institution  before  the  due  date  of  any 
repayment  he  or  she  cannot  make. 

(5)  His  or  her  deferment,  cancellation 
or  postponement  rights  and  the 
procedures  for  filing  for  these  benefits. 

(6)  The  right  to  prepay  without 
penalty. 

(7)  The  loan  note’s  optional  features 
such  as  minimum  monthly  repayment, 
penalty  and  collection  charges. 

(c)  The  institution’s  contact  with  the 
borrower.  (1)  For  loans  made  on  or 
before  September  30, 1980,  an  institution 
must  contact  a  borrower  at  least  3  times 
before  the  first  repayment  is  due  as 
follows: 

(i)  90  days  into  the  grace  period,  the 
institution  must  send  to  the  borrower 
the  information  in  paragraph  (b)  plus 
other  information  necessary  to  satisfy 
Truth  in  Lending  Act  regulations. 

(ii)  180  days  into  the  grace  period,  the 
institution  must  notify  the  borrower  of 
the  date  his  or  her  grace  period  ends. 

(iii)  Approximately  30  days  before  the 
first  repayment  is  due,  the  institution 
must  notify  the  borrower  of  that 
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repayment  date  and  the  amount  due. 

(see  §  674.44(a)(1).) 

(2)  For  loans  made  on  or  after  October 
1, 1980,  an  institution  must  contact  a 
borrower  at  least  2  times  before  the  Fust 
repayment  is  due  as  follows: 

(i)  90  days  into  the  grace  period,  the 
institution  must  send  to  the  borrower 
the  information  in  paragraph  (b)  plus 
other  information  necessary  to  satisfy 
Truth  in  Lending  Act  regulations. 

(ii)  Approximately  30  days  before  the 
first  repayment  is  due,  the  institution 
must  notify  the  borrower  of  that 
repayment  date  and  the  amount  due. 

(see  §  674.44(a)(1).) 

(d)  Address  search.  If  an  institution 
discovers  that  a  borrower’s  address  has 
changed,  it  must  conduct  the  search 
required  under  §  674.44(a)(6)  to  find  the 
correct  address. 

(2C  U.S.C.  425  and  1087cc.) 

§  674.44  Billing  procedures. 

(a)  An  institution  must  establish  and 
maintain  the  following  billing  and 
follow-up  procedures  until  all  loans  are 
repaid: 

(1)  Unless  a  coupon  system  is 
established,  the  institution  must  send  to 
each  borrower — 

(1)  A  letter  of  notice  and  a  statement 
of  account  at  least  30  days  before  the 
first  payment  is  due;  and 

(ii)  A  statement  of  account  10  days 
before  the  due  date  of  each  repayment 
after  the  first. 

(2)  An  institution  must  contact  a 
borrower  and  demand  repayment  if  it 
has  not  received  from  the  borrower 
within  15  days  of  a  due  date — 

(i)  A  repayment; 

(ii)  A  request  for  a  deferment;  or 

(iii)  A  cancellation  request  form. 

(3)  An  institution  must  demand 
repayment  as  follows: 

(i)  Within  15  days  of  a  missed  due 
date,  the  institution  must  contact  the 
borrower  by  telephone  or  in  writing  to 
demand  repayment  (first  overdue 
notice). 

(ii)  Within  30  days  of  the  first  overdue 
notice,  it  must  contact  the  borrower 
again,  by  telephone  or  in  writing,  if  there 
is  no  satisfactory  response  to  the  first 
notice  (second  overdue  notice). 

(iii)  Within  15  days  of  the  second 
overdue  notice,  if  there  is  no 
satisfactory  response,  it  must  contact 
the  borrower  again — 

(A)  By  telephone;  or 

(B)  By  mailgram  or  similar  written 
communication  that  demonstrates  a 
response  rate  higher  than  that  for 
routine  mail  (third  overdue  notice). 

(iv)  Within  15  days  of  the  third 
overdue  notice,  it  must  send  the 
borrower  the  final  demand  letter  if  there 
is  no  satisfactory  response  to  the  third 


overdue  notice.  In  this  letter  the 
institution  must  inform  the  borrower 
that  the  loan  will  be  referred  for 
collection  or  litigation  if  repayment,  or  a 
proper  form,  is  not  received  within  30 
days  of  the  letter’s  date. 

(v)  If  an  institution  accelerates  a  loan 
(makes  the  entire  unpaid  amount, 
including  accrued  interest  and  penalty 
charges,  payable  immediately),  it  must 
give  the  borrower  advance,  written 
notice.  The  notice  may  be  given 
separately  or  in  the  final  demand  letter. 

(4)  An  institution  may  omit  any  or  all 
the  overdue  notices  before  the  final 
demand  letter  if — 

(i)  The  borrower’s  repayment  history 
has  been  unsatisfactory,  e.g.,  the 
borrower  has  often  failed  to  repay  or  file 
proper  forms  on  time  or  has  previously 
received  a  final  demand  letter;  or 

(ii)  The  institution  believes  the 
borrower  does  not  intend  to  repay  the 
loan  or  file  the  proper  form. 

(5)  The  institution  must  maintain  a  list 
of  borrowers  with  overdue  payments, 
updated  monthly. 

(6)  If  mail  is  returned,  an  institution 
must  conduct  a  thorough  search  to 
locate  the  borrower's  address, 

Including — 

(1)  Checking  records  in  all  appropriate 
institutional  offices; 

(ii)  Checking  telephone  directories  or 
information  operators  in  the  location  of 
the  borrower’s  last  known  address; 

(iii)  Telephoning  the  borrower  if  a 
number  is  found;  and 

(iv)  Using  the  Department  of 
Education’s  free  skip-tracing  service. 

(b)(1)  The  Secretary  considers  billing 
and  follow-up  collection  procedure  costs 
(as  required  in  paragraph  (a))  to  be 
routine  administrative  expenses  that  are 
NOT  chargeable  to  the  Fund. 

(2)  However,  the  costs  of  phone  calls 
to  the  borrower  are  considered  other 
collection  costs  that  MAY  be  charged  to' 
the  Fund. 

(20  U.S.C.  424  and  1087cc) 

§  674.45  Address  searches. 

(a)  An  institution,  unable  to  locate  a 
borrower  in  spite  of  its  efforts  under 

§  674.44(a)(6),  must  either — 

(1)  Hire  a  commercial  skip-tracing 
organization;  or 

(2)  Attempt  to  locate  the  borrower 
with  its  own  personnel. 

(b)  If  the  institution  locates  the 
borrower,  it  must  first  try  to  collect  the 
overdue  amount  before  referring  the 
loan  for  collection  or  litigation. 

(20  U.S.C.  424  and  1087cc) 

§  674.46  Collection  and  litigation 
procedures. 

(a)  If  an  institution  is  still  unable  to 
collect  a  payment  after  following  the 


procedures  under  §§  674.44  and  674.45,  it 
must  telephone  or  personally  contact  the 
borrower  to  determine  why  the 
borrower  has  not  paid.  If  this  final 
contact  fails  to  obtain  payment,  the 
institution  must — 

(1)  Hire  a  collection  agency; 

(2)  Sue  the  borrower;  or 

(3)  Use  its  own  personnel  to  collect 
the  amount  due. 

(b)  If  the  institution  uses  a  collection 
agency,  the  agency  must — 

(1)  Be  bonded  in  an  amount  covering 
the  part  of  the  Fund  under  its  control  at 
any  particular  time;  or 

(2)  Deposit  the  collection  funds, 
immediately  upon  receipt,  in  a  bank 
account  in  the  institution’s  name — a 
“lock-box"  deposit. 

(c)  If  the  institution  is  unable  to 
collect  a  payment  after  following  the 
procedures  in  sections  674.42-674.45  and 
paragraphs  (a)  and  (b)  of  this  section,  it 
may  refer  the  NDSL  to  the  Secretary  for 
collection. 

(d)  (1)  An  institution  must  sue  a 
borrower  or  any  proper  endorser  if 
collection  efforts  have  failed  and  it 
determines  that  the  borrower  or 
endorser — 

(1)  Has  assets  that  may  cover  all  or 
most  of  the  outstanding  debts; 

(ii)  Has  no  known  defense; 

(iii)  Can  be  located  and  easily  served; 
and 

(iv)  Owes  more  than  $500. 

(2)  The  institution  may  sue  the 
borrower  even  if  the  conditions  of 
subparagraph  (c)(1)  are  not  met. 

(e)  If  the  principal  and  interest 
outstanding  on  a  loan  are  $10  or  less,  an 
institution  may  write  it  off. 

(20  U.S.C.  424, 1087cc  and  1087gg) 

§  674.47  Other  collection  and  litigation 
costs. 

(a)  The  Secretary  considers  the 
reasonable  costs  of  carrying  out 

§§  674.45(a)  and  674.46  and  telephone 
costs  in  §§  674.44(a),  674.45(b),  and 
674.48(b)  to  be  “other  collection  costs” 
chargeable  to  the  Fund.  Collection  costs 
paid  by  the  borrower  are  NOT 
chargeable  to  the  Fund. 

(b) (1)  For  audit  purposes,  an 
institution  must  support  “other 
collection  costs"  with  financial 
statements,  e.g.,  phone  and  collection 
agency  bills. 

(2)  A  collection  agency's  statement 
must  list  specific  amounts  collected  and 
the  amount  it  retains. 

(c) (1)  If  an  institution  performs  its  own 
collections,  the  Secretary  considers  the 
institution's  actual  collection  costs, 
including  salaries  of  its  personnel,  to  be 
"other  collection  costs”; 

(2)  However,  these  costs  may  not 
exceed  the  costs  that  would  be 
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permitted  if  the  institution  used  a 
collection  agency. 

(d)  An  institution’s  reasonable 
litigation  costs,  incurred  in  carrying  out 
this  subpart,  may  be  charged  to  the 
Fund. 

(20  U.S.C.  424  and  1087cc) 

§  674.48  Use  of  fiscal  agent. 

(a) (1)  An  institution  is  responsible  for 
all  decisions  in  administering  an  NDSL 
program,  e.g.,  decisions  about  collecting, 
cancelling,  or  deferring  loans. 

(2)  A  fiscal  agent  may  perform  only 
ministerial  acts. 

(b)  A  billing  service  used  by  an 
institution  to  carry  out  billing 
procedures  under  §  674.44 — 

(1)  May  not  deduct  its  fees  from  the 
amount  it  receives  from  borrowers; 

(2)  May  telephone  and  perform  skip¬ 
tracing  activities  to  prevent  a  borrower 
from  defaulting  on  a  loan;  and 

(3)  Must  provide  the  institution  with  at 
least  a  monthly  documentation  of  its 
charges  for  skip-tracing  activities  and 
telephone  calls. 

(20  U.S.C.  424  and  1087cc) 

§  674.49  Commonly  owned  billing  service 
and  collection  agency. 

If  an  institution  uses  a  billing  service 
to  carry  out  §  674.44  (billing  procedures), 
it  may  not  use  a  collection  agency  that — 

(a)  Owns  or  controls  the  billing 
service; 

(b)  Is  owned  or  controlled  by  the 
billing  service;  or 

(c)  Is  owned  or  controlled  by  the  same 
corporation,  partnership,  association,  or 
individual  that  owns  or  controls  the 
billing  service. 

(20  U.S.C.  1087cc) 

§  674.50  Bankruptcy  of  borrower. 

(a)  An  institution  must  refrain  from 
carrying  out  this  subpart  on  a  loan 
which  has  been  discharged  in 
bankruptcy. 

(b)  An  institution  may  not  write  off  a 
loan  until  it  has  received  an  official 
notice  of  the  bankruptcy  discharge  and 
must  keep  the  notice  in  the  borrower’s 
file  to  support  its  writeoff  entry. 

(c)  If  an  institution  receives  a 
repayment  from  a  borrower  after  a  loan 
has  been  discharged,  it  must  deposit 
that  payment  in  its  Fund. 

(20  U.S.C.  424  and  1087cc) 

Subpart  D— Loan  Cancellation 

§  674.51  Special  definitions. 

(a)  Academic  year  or  its  equivalent 
for  elementary  and  secondary  schools 
and  special  education:  One  complete 
school  year  or  two  half  years  from 
different  school  years  excluding  summer 
sessions  that  are  complete  and 


consecutive  and  that  generally  fall 
within  a  12-month  period. 

(b)  Academic  year  or  its  equivalent 
for  institutions  of  higher  education:  A 
period  of  time  in  which  a  full-time 
student  is  expected  to  complete — 

(1)  The  equivalent  of  2  semesters,  2 
trimesters,  or  3  quarters  at  an  institution 
using  credit  hours;  or 

(2)  At  least  900  clock  hours  of  training 
for  each  program  at  an  institution  using 
clock  hours. 

(c)  Elementary  school:  A  school  that 
provides  elementary  education, 
including  education  below  grade  1,  as 
determined  by — 

(1)  State  law;  or 

(2)  The  Secretary,  if  the  school  is  not 
in  a  State. 

(d)  Handicapped  children:  Children 
who  require  special  education  and 
related  services  because  they  are — 

(1)  Mentally  retarded; 

(2)  Hard  of  hearing; 

(3)  Deaf; 

(4)  Speech  impaired; 

(5)  Visually  handicapped; 

(6)  Seriously  emotionally  disturbed; 

(7)  Orthopedically  impaired; 

(8)  Specific  learning  disabled;  or 

(9)  Otherwise  health  impaired. 

(e)  Local  educational  agency:  An 
agency  defined  in  section  1201(g)  of  the 
Act. 

(f)  Secondary  school:  (1)  A  school  that 
provides  secondary  education,  as 
determined  by — 

(1)  State  law;  or 

(ii)  The  Secretary,  if  the  school  is  not 
in  a  State. 

(2)  However,  State  laws 
notwithstanding,  secondary  education 
does  not  include  any  education  beyond 
grade  12. 

(g)  State  education  agency:  (1)  The 
State  board  of  education;  or 

(2)  An  agency  or  official  designated 
by  the  Governor  or  by  State  law  as 
being  primarily  responsible  for  the  State 
supervision  of  public  elementary  and 
secondary  schools. 

(h)  Teacher:  (1)  A  professional  who 
provides  direct  and  personal  services  to 
students  for  their  educational 
development  through — 

(i)  Direct  classroom  teaching;  or 

(ii)  Non-teaching  positions  of  an 

educational  nature  such  as  a  librarian 
and  a  guidance  counselor. 

(2)  A  supervisor,  administrator, 
researcher,  or  curriculum  specialist  is 
not  a  teacher  unless  he  or  she  primarily 
provides  direct  and  personal  services  to 
students. 

(3)  A  teacher  in  an  institution  of 
higher  education  does  not  include  a 
person  teaching  elementary  or 
secondary  education  unless  that  person 
teaches  a  remedial  education  program 


specifically  designed  to  prepare  high 
school  graduates  for  postsecondary 
education. 

(1)  Title  I  children:  Persons  of  age  5 
through  17  counted  under  section  111(c) 
of  the  Elementary  and  Secondary 
Education  Act  of  1965. 

(20  U.S.C.  425, 1087ee,  and  1141) 

§  674.52  Cancellation  procedures. 

(a)  Application  for  cancellation:  (1)  To 
apply  for  cancellation,  a  borrower  must 
complete  and  file  a  form,  obtained  from 
the  lending  institution,  by  the  date  the 
institution  establishes. 

(2)  If  a  borrower  fails  to  file  the  form 
on  time,  the  institution  must  follow  the 
billing  procedures  iti  §  674.44  for 
contacting  the  borrower. 

(3)  If  the  borrower  still  fails  to  file  the 
form,  the  institution  may  determine  that 
the  loan  is  in  default  and  require 
immediate  repayment  of  the  unpaid 
balance,  accrued  interest,  and  penalty 
charges. 

(b)  The  institution  that  makes  the  loan 
decides  whether  a  borrower  is  entitled 
to  cancellation. 

(c) (1)  An  institution  may  refuse 
cancellation  for  simultaneous  teaching 
in  two  or  more  schools  or  institutions  if 
it  cannot  easily  determine  that  the 
teaching  was  full-time. 

(2)  However,  cancellation  must  be 
granted  if  one  school  official  certifies 
that  a  teacher  worked  full-time  for  a  full 
academic  year  under  his  or  her 
supervision. 

(20  U.S.C.  425, 1087cc) 

§  674.53  Teacher  cancellation— Defense 
loan. 

The  following  rules  apply  to  Defense 
loan  borrowers: 

(a)  Cancellation.  Ten  percent  rate.  (1) 
An  institution  must  cancel  up  to  50 
percent  of  a  borrower’s  Defense  loan, 
plus  the  interest  on  the  unpaid  balance, 
for  full-time  teaching  in — 

(1)  A  public  or  other  nonprofit 
elementary  or  secondary  school; 

(ii)  An  institution  of  higher  education; 
or 

(iii)  An  overseas  Department  of 
Defense  elementary  or  secondary 
school. 

(2)  The  cancellation  rate  is  10  percent 
of  the  original  loan  principal,  plus  the 
interest  on  the  unpaid  balance,  for  each 
complete  year,  or  its  equivalent,  of 
teaching. 

(b)  Cancellation  for  full-time  teaching 
in  an  elementary  or  secondary  school 
serving  low-income  students.  (1)  The 
institution  must  cancel  the  borrower’s 
entire  Defense  loan,  plus  interest  on  the 
unpaid  balance,  for  full-time  teaching  in 
a  public  or  other  nonprofit  elementary  or 
secondary  school  that — 
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(1)  Is  in  a  school  district  that  qualifies 
for  funds  in  that  year  under  Title  I  of  the 
Elementary  and  Secondary  Education 
Act  of  1965;  and 

(ii)  The  Secretary  selects,  after 
determining  it  to  be  a  school  with  a  high 
concentration  of  students  from  low- 
income  families. 

(2)  (i)  The  Secretary  will  not  select 
more  than  25%  of  the  eligible  schools  in 
a  State  for  any  year  unless  at  least  50% 
of  the  enrollment  of  each  school 
selected  is  made  up  of  Title  I  children. 

(ii)  However,  in  making  this 
calculation  for  Defense  loans,  the 
Secretary  will  use  a  low-income  factor 
of  $3,000. 

(3)  (i)  The  Secretary  selects  schools 
under  subparagraph  (1)  based  on  a 
ranking  by  the  State  Education  Agency. 

(ii)  The  State  Education  Agency  must 
base  its  ranking  of  the  schools  on 
objective  standards  and  methods 
approved  by  the  Secretary.  These 
standards  take  into  account  the  numbers 
and  percentages  of  Title  I  children 
attending  those  schools. 

(iii)  For  each  academic  year,  the 
Secretary  will  notify  participating 
institutions  of  the  schools  selected  under 
this  paragraph. 

(4)  The  cancellation  rate  is  15  percent 
of  the  original  loan  principal,  plus  the. 
interest  on  the  unpaid  balance,  for  each 
complete  academic  year,  or  its 
equivalent,  of  full-time  teaching. 

(5)  Cancellation  for  full-time  teaching 
under  this  paragraph  is  available  only 
for  teaching  beginning  with  academic 
year  1966-67. 

(c)  Cancellation  for  full-time  teaching 
of  the  handicapped.  (1)  The  institution 
must  cancel  the  borrower's  entire 
Defense  loan,  plus  interest,  for  full-time 
teaching  of  handicapped  children  in  a 
public  or  other  nonprofit  elementary  or 
secondary  school  system. 

(2)  The  cancellation  rate  is  15  percent 
of  the  original  loan  principal,  plus  the 
interest  on  the  unpaid  balance,  for  each 
complete  academic  year,  or  its 

,  equivalent,  of  full-time  teaching. 

(3)  Cancellation  for  full-time  teaching 
under  this  paragraph  is  available  only 
for  teaching  beginning  with  the 
academic  year  1967-68. 

(20  U.S.C.  425(b)(3)) 

§  674.54  Teacher  cancellation— Direct 
loan. 

The  following  rules  apply  to  Direct 
loan  borrowers: 

(a)  Cancellation  for  full-time  teaching 
in  an  elementary  or  secondary  school 
serving  low-income  students.  (1)  The 
institution  must  cancel  the  borrower’s 
entire  Direct  loan,  plus  the  interest  on 
the  loan,  for  full-time  teaching  in  a 


public  or  other  nonprofit  elementary  or 
secondary  school  that — 

(1)  Is  in  a  school  district  that  qualifies 
for  funds,  in  that  year,  under  Title  I  of 
the  Elementary  and  Secondary 
Education  Act  of  1965;  and 

(ii)  The  Secretary  selects  after 
determining  it  to  be  a  school  in  which  at 
least  30  percent  of  the  school’s  total 
enrollment  is  made  up  of  Title  I  children. 

(2)  However,  the  Secretary  will  not 
select  more  than  50  percent  of  the 
schools  in  that  State  receiving  Title  I 
assistance. 

(3)  (i)  The  Secretary  selects  schools 
under  subparagraph  (1)  based  on  a 
ranking  by  the  State  Education  Agency. 

(ii)  The  State  Education  Agency  must 
base  its  ranking  of  the  schools  on 
objective  standards  and  methods 
approved  by  the  Secretary.  These 
standards  take  into  account  the  numbers 
and  percentages  of  Title  I  children 
attending  those  schools. 

(iii)  For  each  academic  year,  the 
Secretary  will  notify  participating 
institutions  of  the  schools  selected  under 
this  paragraph. 

(b)  Cancellation  for  full-time  teaching 
of  the  handicapped.  (1)  The  institution 
must  cancel  the  borrower’s  entire  Direct 
loan,  plus  the  interest  on  the  loan,  for 
full-time  teaching  of  handicapped 
children  in  a  public  or  other  nonprofit 
elementary  or  secondary  school  system. 

(c)  Cancellation  rates.  (1)  To  qualify 
for  cancellation  under  paragraph  (a)  or 
(b)  (low-income  or  handicapped),  a 
borrower  must  teach  full-time  for  a 
complete  academic  year,  or  its 
equivalent. 

(2)  Cancellation  rates  are — 

(i)  15  percent  of  the  original  loan 
principal,  plus  the  interest  on  the  unpaid 
balance,  for  the  first  and  second  years 
of  full-time  teaching; 

(ii)  20  percent  of  the  original  loan 
principal,  plus  the  interest  on  the  unpaid 
balance,  for  the  third  and  fourth  years  of 
full-time  teaching;  and 

(iii)  30  percent  of  the  original  loan 
principal,  plus  the  interest  on  the  unpaid 
balance,  for  the  fifth  year  of  full-time 
teaching. 

(20  U.S.C.  1087ee) 

§  674.55  Cancellation  for  service  in  a  Head 
Start  program. 

(a)  An  institution  must  cancel  a 
borrower’s  entire  Direct  loan,  plus  the 
interest  on  the.  unpaid  balance,  for 
service  as  a  full-time  staff  member  in  a 
"Head  Start"  program  if— 

(1)  The  program  operates  for  a 
complete  academic  year,  or  its 
equivalent;  and 

(2)  The  borrower's  salary  does  not 
exceed  the  salary  of  a  comparable 


employee  working  in  the  local  school 
district. 

(b)  The  cancellation  rate  is  15  percent 
of  the  original  loan  principal,  plus  the 
interest  on  the  unpaid  balance,  for  each 
complete  academic  year,  or  its 
equivalent,  of  full-time  teaching  service. 

(c)  (1)  "Head  Start”  is  a  preschool 
program  carried  out  under  section 
222(a)(1)  of  the  Economic  Opportunity 
Act  of  1964. 

(2)  “Full-time  staff  member”  is  a 
person  regularly  employed  in  a  full-time 
professional  capacity  to  carry  out  the 
educational  part  of  a  Head  Start 
program. 

(20  U.S.C.  1087ee) 

§  674.56  Cancellation  for  military  service. 

(a)  Cancellation  on  a  Defense  loan.  (1) 
An  institution  must  cancel  up  to  50 
percent  of  a  Defense  loan  made  after 
April  13, 1970,  for  the  borrower’s  full¬ 
time  active  service  starting  after  June  30, 
1970,  in  the  U.S.  Army,  Navy,  Air  Force, 
Marine  Corps,  or  Coast  Guard. 

(2)  The  cancellation  rate  is  12% 
percent  of  the  original  loan  principal, 
plus  the  interest  on  the  unpaid  balance, 
for  each  complete  year  of  consecutive 
service. 

(b)  Cancellation  on  a  Direct  loan.  (1) 
An  institution  must  cancel  up  to  50 
percent  of  a  Direct  loan  for  service  as  a 
member  of  the  U.S.  Army,  Navy,  Air 
Force,  Marine  Corps,  or  Coast  Guard  in 
an  area  that  qualifies  for  special  pay 
under  section  310  of  Title  37  of  the  U.S. 
Code. 

(2)  The  cancellation  rate  is  12% 
percent  of  the  original  loan  principal, 
plus  the  interest  on  the  unpaid  balance, 
for  each  complete  year  of  qualifying 
service. 

(c)  The  Secretary  considers  a 
borrower’s  loan  deferment  under 

§  674.34  to  run  concurrently  with  any 
period  for  which  a  cancellation  for 
military  service  is  granted. 

(20  U.S.C.  425(b)(3)  and  1087ee) 

§  674.57  Cancellation  for  death  or 
disability. 

(a)  Death.  An  institution  must  cancel 
the  unpaid  balance  of  a  borrower's 
Defense  or  Direct  loan,  including 
interest,  if  the  borrower  dies.  The 
lending  institution  cancels  the  loan  on 
the  basis  of  a  death  certificate  or  other 
evidence  of  death  that  is  conclusive 
under  State  law. 

(b)  Permanent  and  total  disability.  (1) 
An  institution  must  cancel  the  unpaid 
balance  of  a  Defense  or  Direct  loan, 
including  interest,  if  the  borrower 
becomes  permanently  and  totally 
disabled  after  receiving  the  loan.  The 
lending  institution  decides  whether  to 
cancel  the  loan  based  on  medical 
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evidence  supplied  by  the  borrower  or 
his  or  her  representative. 

(2)  Permanent  and  total  disability  is 
the  inability  to  work  and  earn  money 
because  of  an  impairment  that  is 
expected  to  continue  indefinitely  or 
result  in  death. 

(c)  No  Federal  reimbursement.  No 
Federal  reimbursement  will  be  made  to 
an  institution  for  cancellation  of  loans 
due  to  death  or  disability. 

(d)  Retroactive.  Cancellation  for  death 
or  disability  applies  retroactively  to  all 
Defense  and  Direct  loans  whenever 
made. 

(20  U.S.C.  425  and  1087dd  and  section 
130(g)(2)  of  the  Educational  Amendments  of 
1976,  Pub.  L.  94-482) 

§  674.58  No  cancellation  for  prior 
service— No  repayment  refunded— 
Cancellations  not  considered  taxable 
income. 

(a)  No  portion  of  a  loan  may  be 
cancelled  for  teaching,  Head  Start,  or 
military  service  if  the  borrower’s  service 
is  performed  before  the  date  he  or  she 
signs  the  promissory  note. 

(b)  No  repayment  may  be  refunded 
unless  it  was  made  because  of 
institutional  error. 

(c)  The  amount  of  a  loan  and  interest 
on  a  loan  which  is  cancelled  under 
Subpart  D  shall  not  be  considered 
taxable  income  for  purposes  of  the 
Internal  Revenue  Code  of  1954. 

(20  U.S.C.  425  and  1087ee;  Pub.  L.  96-374, 
Section  448(e),  94  Stat  1443) 

§  674.59  Reimbursement  to  institutions  for 
loan  cancellation. 

(a)  Reimbursement  for  Defense  loan 
cancellation.  (1)  The  Secretary  pays  an 
institution  each  award  year  its  share  of 
the  principal  and  interest  cancelled 
under  §  674.53  or  §  674.56(a). 

(2)  The  institution's  share  of  cancelled 
principal  and  interest  is  computed  by 
the  following  ratio: 

i 

l+F 

Where  I  is  the  institution’s  capital 

contribution  to  the  Fund,  and  F  is  the 
Federal  capital  contribution  to  the  Fund. 

(b)  Reimbursement  for  Direct  loan 
cancellation.  The  Secretary  pays  an 
institution  each  award  year  the  principal 
and  interest  cancelled  from  its  student 
loan  fund  under  §  §  674.54,  674.55,  and 
674.56(b).  The  institution  must  deposit 
this  amount  in  its  Fund. 

(20  U.S.C.  428  and  1087ee) 

Appendix  A.— Allotment  of  Funds  to  States  for  Fiscal 
Year  1972 

Alabama - $4,329,888 

Alaska - 143,019 

Arizona - 3,025,951 

Arkansas .  2,457,919 


Appendix  A .—Allotment  of  Funds  to  States  for  Fiscal 
Year  1972— Continued 


California .  30,963,291 

Colorado . - - - -  4,163,216 

Connecticut _ _ _ ..............  3,790,537 

Delaware _ .................................. -  663,468 

District  of  Columbia . 2,167,676 

Florida .  7,872,683 

Georgia _ _ _ _ _ ........ — ..  4,919,990 

Hawaii . -  1,137,046 

Idaho . 1,220,847 

Illinois _ ......  14,264,322 

Indiana _ ......... _ _ _ ... _ _ ...  7,496,071 

Iowa . 5,075,628 

Kansas...................................... _ _ _ -  4,125,849 

Kentucky _ ....... _ .................. _  4,1 1 7,81 9 

Louisiana .  4,863,504 

Maine .  1,175,287 

Maryland _ _ _ .... _ _ _ ..........  4,453, 1 86 

Massachusetts . ......  10,510,277 

Michigan .  12,724,387 

Minnesota _ .................... _ _ _ ....  6,340,123 

Mississippi .  3,292,103 

Missouri .  6,686,416 

Montana .  1,233,084 

Nebraska _ _ _ ........  2,71 9,537 

Nevada .  443,641 

New  Hampshire _ ........... _ .......................  1 ,228,222 

New  Jersey _ _ _ ............. _  5,036,568 

New  Mexico .  1,570,800 

New  York . 23,755,497 

North  Carolina .  6,796,494 

North  Dakota _  1,339,610 

Ohio _  13,598,996 

Oklahoma _  4,489,951 

Oregon . 3,944,044 

Pennsylvania . 14,293,876 

Rhode  Island . 1,501,312 

South  Carolina .  2,631,093 

South  Dakota _ 1.322,457 

Tennessee . .....  5,330,199 

Texas .  15,388,640 

Utah . 2,976,511 

Vermont .  901,213 

Virginia . 4,928,348 

Washington .  5,811,589 

West  Virginia .  2,695,336 

Wisconsin .  7,300,992 

Wyoming .  578,575 

Canal  Zone _ ..... _ ...... _ ..........  19,503 

Guam . '  50,368 

Puerto  Rico .  2,114,959 

Virgin  Islands . 18,082 


Total . . .  286,000,000 


Appendix  B — Promissory  Note 

National  Direct  Student  Loan  Program 

(Bracketed  clause  may  be  included  at 
option  of  institution) 

l - 

promise  to  pay  to 

- ,  (hereinafter 

called  the  Lending  Institution)  located  at 

- ,  the  sum  of  the 

amounts  that  are  advanced  to  me  and 
endorsed  in  the  Schedule  of  Advances  set 
forth  below  [together  with  all  attorney’s  fees 
and  other  costs  and  charges  necessary  for  the 
collection  of  any  amount  not  paid  when  due). 
I  further  understand  and  agree  that: 

General 

I.  All  sums  advanced  under  this  note  are 
drawn  from  a  fund  created  under  Part  E  of 
Title  IV  of  the  Higher  Education  Act  of  1965, 
hereinafter  called  the  Act  and  are  subject  to 
the  Act  and  the  Federal  Regulations  issued 
under  the  Act.  The  terms  of  this  note  must  be 
interpreted  in  accordance  with  the  Act  and 
Federal  Regulations,  copies  of  which  are  to 
be  kept  by  the  Lending  Institution. 

Repayment 

II.  (1)  Interest  shall  accrue  from  the 
beginning  of  the  repayment  period  and  shall 
be  at  the  ANNUAL  PERCENTAGE  RATE  OF 
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THREE  PERCENT  (3%)*  on  the  unpaid 
balance  except  that  no  interest  shall  accrue 
during  any  period  described  in  paragraph  III 
(3).  (A),  (B)  and  (C). 

(Bracketed  clause  must  be  included  if  the 
institution  uses  paragraph  11(4)) 

(2)  [Except  as  provided  in  paragraph  II  (4)] 

I  promise  to  repay  the  principal,  and  the 
interest  which  accrues  on  it,  over  a  period 
beginning  6  months  after  the  date  I  cease  to 
be  at  least  a  half-time  student  at  an 
institution  of  higher  education  or  at  a 
comparable  institution  outside  the  United 
States  approved  for  this  purpose  by  the 
United  States  Secretary  of  Education 
(hereinafter  called  the  Secretary),  and  ending, 
unless  paragraph  11(3)  or  III  (3)  (deferment) 
applies,  10  years  later. 

I  may,  however,  request  that  the  repayment 
period  start  on  an  earlier  date. 

I  promise  to  repay  the  principal  and 
interest  over  the  course  of  the  repayment 
period  in  EQUAL  monthly,  bimonthly  or 
quarterly  installments,  as  determined  by  the 
Lending  Institution.  However,  if  I  request, 
repayments  may  be  made  in  GRADUATED 
INSTALLMENTS  determined  in  accordance 
with  schedules  approved  by  the  Lending 
Institution  and  the  Secretary.  In  either  case,  a 
schedule  of  repayment  shall  be  attached  to 
and  made  part  of  this  note. 

(3)  Notwithstanding  paragraph  11(2),  if  I 
qualify  as  a  low-income  individual  during  the 
repayment  period,  the  lending  institution 
may,  at  my  request,  extend  the  repayment 
period  for  up  to  an  additional  10  years  or 
adjust  any  repayment  schedule  to  reflect  my 
income,  or  both. 

(Bracketed  paragraphs  may  be  included  at 
option  of  institution) 

[(4)  If  the  repayment  schedule  established 
under  paragraph  11(2)  provides  for  repayment 
of  principal  and  interest  at  a  rate  of  less  than 
$30  per  month,  I  shall  repay  the  total  amount 
of  this  loan  plus  the  interest  thereon  at  the 
rate  of  $30  per  month,  which  shall  include 
repayment  of  principal  and  interest. 

If  I  receive  or  have  received  National 
Direct  or  Defense  Student  Loans  from  other 
lending  institutions,  I  shall  repay  this  note  at 
a  monthly  rate  equal  to  not  less  than  the 
amount  by  which  $30  exceeds  the  total 
monthly  rate  of  principal  and  interest  repaid 
on  the  other  loans. 

A  schedule  of  repayment  will  be  attached 
to  and  made  part  of  this  note. 

The  Lending  Institution  may  permit  me  to 
pay  less  than  the  rate  of  $30  per  month  for  a 
period  of  not  more  than  one  year  where 
necessary  to  avoid  hardship  to  me  unless  that 
action  would  extend  the  repayment  period  in 
paragraph  2  of  this  article.) 

III.  This  note  is  also  subject  to  the 
following  conditions: 

Prepayment 

(1)  I  may  at  my  option  and  without  penalty 
prepay  all  or  any  part  of  the  principal,  plus 
the  accrued  interest  thereon,  at  any  time. 
Amounts  I  repay  in  the  academic  year  in 
which  the  loan  was  made  will  be  used  to 
reduce  the  amount  of  the  loan  and  will  not  be 
considered  a  prepayment.  If  I  repay  more 


*For  loans  made  after  June  30, 1981,  the  annual 
percentage  rate  increases  to  four  percent  (4%). 
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than  the  amount  due  for  any  repayment 
period,  the  excess  will  be  used  to  prepay 
principal  unless  I  designate  it  as  an  advance 
payment  of  the  next  regulty  installment 

Default 

(2}(A)  If  I  fail  to  meet  a  scheduled 
repayment  of  any  installment  the  entire 
unpaid  indebtedness  including  interest  due 
and  accrued  thereon,  plus  any  applicable 
penalty  charges,  will,  at  the  option  of  the 
Lending  Institution,  become  immediately  due 
and  payable. 

(B)  Further,  I  understand  that  if  I  default  on 
my  loan  repayments  and  the  loan  is  referred 
to  the  Secretary  for  collection,  the  Secretary 
may  disclose  that  I  have  defaulted,  along 
with  other  relevant  information,  to  credit 
bureau  organizations. 

Deferment 

(3)  Interest  will  not  accrue,  and 
installments  need  not  be  paid — 

(A)  while  I  am  enrolled  and  in  attendance 
as  at  least  a  half-time  student  at  an 
institution  of  higher  education  or  at  a 
comparable  institution  outside  the  United 
States  approved  for  this  purpose  by  the 
Secretary  or 

(B)  for  a  period  not  in  excess  of  3  years 
during  which  time  I  am — 

(i)  on  full-time  active  duty  as  a  member  of 
the  Armed  Forces  of  the  United  States  (Army, 
Navy,  Air  Force,  Marine  Corps,  or  Coast 
Guard], 

(ii)  in  service  as  a  Volunteer  under  the 
Peace  Corps  Act,  or 

(iii)  a  VISTA  volunteer  under  Title  I — Part 
A  of  the  Domestic  Volunteer  Service  Act, 

(iv)  a  full-time  volunteer  in  a  tax-exempt 
organization  performing  service  comparable 
to  the  service  performed  by  Peace  Corps  or 
ACTION  agency  volunteers, 

(v)  temporarily  totally  disabled  as 
established  by  an  affidavit  of  a  qualified 
physician, 

(vi)  unable  to  secure  employment  because  I 
am  providing  care  required  by  my  spouse 
who  is  so  disabled,  or 

(vii)  an  officer  on  full-time  active  duty  in 
the  Commissioned  Corps  of  the  U.S.  Public 
Health  Service. 

(C)  for  a  period  not  in  excess  of  two  years 
during  which  time  I  am  serving  in  an 
internship  which  is  required  in  order  that  I 
may  receive  professional  recognition  required 
to  begin  my  professional  practice  or  service. 

(D)  The  Lending  Institution  may,  upon  my 
application,  defer  or  reduce  any  scheduled 
repayments  if,  in  its  opinion,  extraordinary 
circumstances,  such  as  prolonged  illness  or 
unemployment,  prevent  me  from  making  such 
repayments.  However,  interest  will  continue 
to  accrue. 

Cancellation  for  Teaching 

(4)  I  am  entitled  to  have  the  entire  amount 
of  this  loan  plus  the  interest  thereon 
cancelled  if  I  undertake  service. 

(A)  as  a  full-time  teacher  in  a  public  or 
other  non-profit  elementary  or  secondary 
school  which  is  in  a  school  district  of  a  local 
educational  agency  which  is  eligible  for  funds 
under  Title  I  of  the  Elementary  and 
Secondary  Education  Act  of  1965  and  which 
has  been  designated  by  the  Secretary  in 
accordance  with  the  provisions  of  Section 


465(a)(2)  of  the  Higher  Education  Act  as  a 
school  with  a  high  enrollment  of  students 
from  low-income  families,  or 

(B)  as  a  full-time  teacher  of  handicapped 
children  (including  mentally  retarded,  hard  of 
hearing,  deaf,  speech  impaired,  visually 
handicapped,  seriously  emotionally 
disturbed,  orthopedically  impaired,  children 
with  specific  learning  disabilities,  or  other 
health  impaired  children  who  by  reason 
thereof  require  special  education  and  related 
services)  in  public  or  other  nonprofit 
elementary  or  secondary  school  system. 

This  loan  will  be  cancelled  at  the  following 
rates:  15  percent  of  the  total  principal  amount 
of  the  loan  plus  interest  on  the  unpaid 
balance  will  be  cancelled  for  the  first  and 
second  complete  academic  years  of  that 
teaching  service;  20  percent  of  the  total 
principal  amount  plus  interest  on  the  unpaid 
balance  for  the  third  and  fourth  complete 
academic  years  of  that  teaching  service;  and 
30  percent  of  the  total  principal  amount  plus 
interest  on  the  unpaid  balance  for  the  fifth 
complete  academic  year  of  that  teaching 
service. 

HeadStart  Cancellation 

(5)  I  am  entitled  to  have  the  entire  amount 
of  this  loan  plus  the  interest  thereon 
cancelled  if  I  undertake  service  as  a  full-time 
staff  member  in  a  Head  Start  program  if 

(A)  that  Head  Start  program  is  operated  for 
a  period  which  is  comparable  to  a  full  school 
year  in  the  locality,  and 

(B)  my  salary  is  not  more  than  the  salary  of 
a  comparable  employee  of  the  local 
educational  agency. 

Cancellation  will  be  at  the  rate  of  15 
percent  of  the  total  principal  amount  plus  the 
interest  on  the  unpaid  balance  for  each 
complete  school  year  or  the  equivalent  of 
service  in  a  Head  Start  program. 

Head  Start  is  a  preschool  program  carried 
out  under  section  222(a)(1)  of  the  Economic 
Opportunity  Act  of  1964. 

Military  Cancellation 

(6)  If  I  serve  as  a  member  of  the  Armed 
Forces  of  the  United  States,  up  to  50  percent 
of  the  principal  amount  of  this  loan  plus  the 
interest  thereon  will  be  cancelled  at  the  rate 
of  12  V4  percent  of  the  total  principal  amount 
plus  interest  on  the  unpaid  balance  for  each 
complete  year  of  service  in  an  area  of 
hostilities  that  qualifies  for  special  pay  under 
section  310  of  title  37  of  the  United  States 
Code. 

Death  and  Disability  Cancellation 

(7)  If  I  should  die  or  become  permanently 
and  totally  disabled,  the  entire  amount  of  this 
loan  plus  the  interest  thereon  shall  be 
cancelled. 

Address  Change 

(8)  I  am  responsible  for  informing  the 
Lending  Institution  of  any  change  or  changes 
in  my  address. 

Penalty  Charge 

(Bracketed  paragraphs  may  be  included  at 
option  of  institution) 

[(9)  If  I  fail  to  make  timely  payment  of  all 
or  any  part  of  a  scheduled  installment,  or  if  I 
am  eligible  for  deferment  or  cancellation 
under  paragraphs  III  (3),  (4),  (5),  or  (6),  but  fail 


to  submit  the  appropriate  request  on  time,  I 
promise  to  pay  the  charge  assessed  against 
me  by  the  Lending  Institution. 

No  charge  may  exceed  (1)  where  the  loan  is 
repayable  in  monthly  installments,  $1  for  the 
first  month  or  part  of  a  month  by  which  the 
installment  or  evidence  is  late,  and  $2  for 
each  month  or  part  of  a  month  thereafter;  or 
(2)  in  the  case  of  a  loan  which  is  repayable  in 
bimonthly  or  quarterly  installments,  $3  and 
$6,  respectively,  for  each  installment  interval 
or  part  thereof  by  which  the  installment  or 
evidence  is  late. 

If  the  Lending  Institution  elects  to  add  the 
assessed  charge  to  the  outstanding  principal 
of  the  loan,  it  must  so  inform  me  before  the 
due  date  of  the  next  installment.] 

Assignment 

IV.  This  note  may  be  assigned  by  the 
Lending  Institution  only  (A)  to  another 
institution  upon  my  transfer  to  that  institution 
if  that  institution  is  participating  in  this 
program  (or,  if  not  so  participating,  is  eligible 
to  do  so  and  is  approved  by  the  Secretary  for 
that  purpose)  or  (B)  to  the  United  States  or  to 
an  institution  approved  by  the  Secretary.  The 
provisions  of  this  note  that  relate  to  the 
Lending  Institution  shall,  where  appropriate, 
relate  to  an  assignee. 

Prior  Loans 

V.  I  hereby  certify  that  I  have  listed  below 
all  of  the  National  Direct  Student  Loans  (or 
National  Defense  Student  Loans)  I  have 
obtained  at  other  institutions.  (If  no  prior 
loans  have  been  received,  state  “None.") 

Schedule  of  National  Direct  Student  Loans 
and  National  Defense  Student  Loans  at  other 
institutions 

Amount  Date  Institution 


1 - $ 

2  - S 

3  -  $ 


VI.  Schedule  of  Advances 


Amount  Date  Signature 
o(  maker 


2 _  $ 

3 -  $ 


Signature  - 

Date - ,  19 - 

Permanent  address - 

(Street  or  Box  Number,  City,  State,  and  Zip 
Code) 

Caveat — This  note  is  to  be  executed 
without  security  and  without  endorsement, 
except  that  if  I  am  a  minor  and  this  note 
would  not,  under  the  law  of  the  State  in 
which  the  Lending  Institution  is  located, 
create  a  binding  obligation,  either  security  or 
endorsement  may  be  required.  The  Lending 
Institution  shall  supply  a  copy  of  this  note  to 
me. 

Signature  of  endorser - 

Date - ,  19 - 

Permanent  Address  - 

(Street  or  Box  Number,  City,  State,  and  Zip 
Code) 
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Appendix  C .—Example  for  Computing  Penalty  Charges— 6  mo 


Monthly: 

1st  past  due _ 

2d  past  due . 

3d  past  due . 

4th  past  due.  .. 
5th  past  due  ... 
6th  past  due.  .. 


Jan.  2  Feb.  2 

Mar.  2 

Apr.  2 

May  2 

June  2 

Total  per 
payment 

_ _ $1  S1-S2 

$3+ $2 
1+2 

1 

$5+ $2 
3+2 
1+2 

1 

$7+ $2 
5+2 

3  +  2 

$9+52 

7+2 

5+2 

$11 

9 

7 

1+2 

1 

3+2 

5 

1+2 

3 

Total,  all  payments.. 


Bimonthly: 

1  st  past  due.. 
2d  past  due... 
3d  past  due... 


3  +  3  . 
3  . 


6+3  . 
3  +  3  . 
3  . 


Total,  all  payments.. 


Quarterly: 

1st  past  due... 
2d  past  due.... 


6+6  . 
6  . 


Total,  all  payments.. 


Appendix  D  [Reserved] 

2.  Part  675  of  Title  34  of  the  Code  of 
Federal  Regulations  is  revised  to  read  as 
follows: 

PART  675— COLLEGE  WORK-STUDY 
AND  JOB  LOCATION  AND 
DEVELOPMENT  PROGRAM 

Subpart  A— College  Work-Study  Program 

Note:  An  asterisk  (*)  indicates  provisions 
that  are  common  to  Part  674,  675  and  676.  The 
use  of  asterisks  will  assure  participating 
institutions  that  a  provision  of  one  regulation 
is  identical  to  the  corresponding  provisions  in 
the  other  two. 

Sec. 

675.1  Purpose  and  identification  of  common 
provisions. 

675.2  Definitions. 

675.3  Allotment  and  reallotment. 

675.4  Allocation,  reallocation,  and  payment 
to  institutions. 

675.5  Application. 

675.6  Funding  procedures. 

675.7  Application  review — approval  of 
request. 

675.8  Institutional  agreement. 

675.9  Student  eligibility. 

675.10  Special  sessions. 

*  *675.11  Cost  of  education  attendance. 

*  *675.12  Expected  family  contribution. 
*675.13  Approved  need  analysis  systems. 
*675.14  Coordination  of  student  financial 

aid  programs,  award  amount,  and 
overaward. 

675.15  Coordination  with  B1A  grants. 

675.16  Payments  to  students. 

*675.17  Federal  interest  in  allocated  funds. 

675.18  Use  of  funds. 

675.19  Fiscal  procedures  and  records. 


Sec. 

675.20  Maintenance  of  effort. 

675.21  Transfer  of  funds. 

675.22  Project  eligibility. 

675.23  Eligible  jobs. 

675.24  Establishment  of  wage  rales  under 
CWS. 

675.25  Earnings  applied  to  cost  of 
attendance. 

675.26  CWS  Federal  share  limitations. 

675.27  Nature  and  source  of  institutional 
share. 

675.28  Community  service  learning  program. 

675.1  Purpose  and  identification  of  common 
provisions. 

675.2  Definitions. 

675.3  Allotment  and  reallotment. 

675.4  Allocation,  reallocation,  and  payment 
to  institutions. 

675.5  Application. 

675.6  Funding  procedures. 

675.7  Application  review — approval  of 
request. 

675.8  Institutional  agreement. 

675.9  Student  eligibility. 

675.10  Special  sessions. 

**675.11  Cost  of  education  attendance. 
**675.12  Expected  family  contribution. 
*675.13  Approved  need  analysis  systems. 
*675.14  Coordination  of  student  financial 
aid  programs,  award  amount,  and 
overaward. 

675.15  Coordination  with  BIA  grants. 

675.16  Payments  to  students. 

*675.17  Federal  interest  in  allocated  funds. 

675.18  Use  of  funds. 

675.19  Fiscal  procedures  and  records. 

675.20  Maintenance  of  effort. 

675.21  Transfer  of  funds. 

675.22  Project  eligibility. 

675.23  Eligible  jobs. 

675.24  Establishment  of  wage  rates  under 
CWS. 


Sec. 

675.25  Earnings  applied  to  cost  of 
attendance. 

675.26  CWS  Federal  share  limitations. 

675.27  Nature  and  source  of  institutional 
share. 

675.28  Community  service  learning  program. 

Subpart  B— Job  Location  and  Development 
Program 

675.31  Purpose. 

675.32  Federal  contribution  allowed. 

675.33  Allowable  costs. 

675.34  Federal  share  of  allowable  costs. 

675.35  Institutional  share. 

675.36  Multi-institutional  job  location  and 
development  project;  arrangements  with 
nonprofit  organizations. 

675.37  Restrictions. 

675.38  Agreement. 

675.39  Maintenance  of  effort. 

675.40  Procedures  and  records. 

675.41  Termination  and  suspension. 
Appendix  A — Allotment  of  funds  to  States  for 

fiscal  year  1972. 

Appendix  B — Model  off-campus  agreement. 

Authority:  Sec.  441-448  of  Pub.  L.  89-329, 
Title  IV,  79  Stat.  1219,  as  amended  (42  U.S.C. 
2751-2756b),  unless  otherwise  noted. 

Subpart  A— College  Work-Study 
Program 

§  675.1  Purpose  and  identification  of 
common  provisions. 

(a)  The  College  Work-Study  Program 
(CWS)  provides  part-time  employment 
to  students  attending  institutions  of 
higher  education  who  need  the  earnings 
to  help  meet  their  costs  of 
postsecondary  education. 

(b)  Provisions  in  these  regulations  that 
are  common  to  all  campus-based 
regulations  are  identified  with  an 
asterisk. 

(42  U.S.C.  2751-2756b  unless  otherwise  noted) 

§675.2  Definitions. 

The  following  definitions  are 
contained  in  Subpart  A  of  the  Student 
Assistance  General  Provisions,  34  CFR 
Part  668; 

Ability  to  benefit; 

Institution  of  higher  education 
(including  public  or  private  nonprofit 
institution  of  higher  education, 
proprietary  institution  of  higher 
education,  and  postsecondary 
vocational  institution); 

One-year  training  program; 
Recognized  equivalent  of  a  high 
school  diploma;  and 
Six-month  training  program. 
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Other  definitions  used  in  this  part  are: 

*  Academic  year:  A  period  of  time  in 
which  a  full-time  student  is  expected  to 
complete — 

(a)  The  equivalent  of  at  least  2 
semesters,  2  trimesters,  or  3  quarters  at 
an  institution  using  credit  hours;  or 

(b)  At  least  900  clock  hours  of  training 
for  each  program  at  an  institution  using 
clock  hours. 

Act:  Title  IV-C  of  the  Higher 
Education  Act  of  1965  (HEA). 

*  Award  year:  The  period  of  time 
between  July  1  of  one  year  and  June  30 
of  the  following  year. 

*  Campus  Based  Programs:  (a)  The 
National  Direct  Student  Loan  Program 
(NDSL-34  CFR  Part  674); 

(b)  The  College  Work-Study  Program 
(CWS-34  CFR  Part  675);  and 

(c)  The  Supplemental  Educational 
Opportunity  Grant  Program  (SEOG-34 
CFR  Part  676). 

*  Clock  Hour:  The  equivalent  of— 

(a)  A  50  to  60  minute  class,  lecture,  or 
recitation;  or 

(b)  A  50  to  60  minute  faculty 
supervised  laboratory,  shop  training,  or 
internship. 

Cooperative  Education  Program:  A 
program  authorized  by  Title  VIII  of  the 
Higher  Education  Act. 

*  Dependent  student:  A  student  who 
does  not  qualify  as  an  independent 
student  (see  independent  student). 

Eligible  program:  A  program  of 
education  or  training  that — 

*(a)  Admits  as  regular  students  only 
persons  who — 

(1)  Have  a  high  school  diploma; 

(2)  Have  a  General  Education 
Certificate  (GED)  or  a  State  certificate 
received  after  passing  a  State  authorized 
examination  which  the  State  recognizes 
as  the  equivalent  of  a  high  school 
diploma;  or 

(3)  Are  beyond  the  age  of  compulsory 
school  attendance  in  the  State  in  which 
the  institution  is  located,  and  have  the 
ability  to  benefit  from  the  education  or 
training  offered. 

(b)(1)  Leads  to  a  bachelor,  associate, 
undergraduate,  graduate  or  professional 
degree; 

(2)  Is  at  least  a  2  year  program  that  is 
acceptable  for  full  credit  toward  a 
bachelor  degree; 

(3)  Is  at  least  a  1  year  program  leading 
to  a  certificate  or  degree  that  prepares  a 
student  for  gainful  employment  in  a 
recognized  occupation;  or 

(4)  Is,  for  a  proprietary  institution  or  a 
postsecondary  vocational  institution,  at 
least  a  six-month  program  leading  to  a 
certificate  or  degree  which  prepares 
students  for  gainful  employment  in  a 
recognized  occupation. 

*  Expected  family  contribution:  The 
amount  a  student  and  his  or  her  spouse 


and  family  are  expected  to  pay  toward 
his  or  her  cost  of  attendance. 

*  Financial  need:  The  difference 
between  a  student’s  cost  of  attendance 
and  his  or  her  expected  family 
contribution. 

Graduate  or  professional  student:  A 
student  enrolled  in  an  academic 
program  of  study  above  the 
baccalaureate  level  at  an  institution  of 
higher  education,  including — 

(a)  A  program  leading  to  a  first 
professional  degree  if  the  institution 
requires  at  least  3  years  of  study  at  the 
college  level  for  entrance  into  the 
program;  and 

(b)  The  fifth  and  later  years  of  any 
program  requiring  more  than  4  years  of 
study  at  the  college  level. 

*  Guaranteed  Student  Loan  Program 
(GSL):  The  student  loan  program 
authorized  by  Title  IV-B  of  the  HEA. 

(20  U.S.C.  1071  et  seq.) 

Half-time  graduate  or  professional 
student:  An  enrolled  graduate  or 
professional  student  who  is  carrying  a 
half-time  academic  work  loackas 
determined  by  the  institution  according 
to  its  own  standards  and  practices. 

*  Half-time  undergraduate  student:  An 
enrolled  undergraduate  student  who  is 
carrying  a  half-time  academic  work  load 
as  determined  by  the  institution 
according  to  its  own  standards  and 
practices.  However,  the  institution’s 
half-time  standards  must  equal  or 
exceed  the  equivalent  of  the  following 
minimum  requirements: 

(a)  6  semester  hours  or  quarter  hours 
per  academic  term  in  an  institution 
using  standard  semester,  trimester,  or 
quarter  systems. 

(b)  12  semester  hours  or  18  quarter 
hours  per  academic  year  for  an 
institution  using  credit  hours  to  measure 
progress,  but  not  using  a  standard 
semester,  trimester,  or  quarter  system, 
or  the  prorated  equivalent  for  a  program 
of  less  than  1  year. 

(c)  12  clock  hours  per  week  for  an 
institution  using  clock  hours. 

(d)  12  clock  hours  of  preparation  per 
week  for  a  student  enrolled  in  a  program 
of  study  by  correspondence. 

Independent  student  (effective 
through  June  30, 1981): 

(a)  A  student  who  for  1979  and  1980 — 

(1)  Has  not  been  claimed  and  will  not 
be  claimed  as  an  exemption  for  Federal 
income  tax  purposes  by  his  or  her 
parent(s); 

(2)  Has  not  received  and  will  not 
receive  financial  assistance  of  more 
than  $750  in  each  year  from  his  or  her 
parent(s);  and 

(3)  Has  not  lived  and  will  not  live  for 
more  than  six  weeks  in  each  year  in  the 
home  of  his  or  her  parent(s). 


(b)  If  a  student’s  mother  and  father 
are  divorced  or  separated,  only  one 
parent  will  be  considered  to  be  the 
parent  of  the  student  for  purposes  of 
applying  the  criteria  in  paragraph  (a)  of 
this  section. 

To  determine  that  parent — 

(1)  Choose  the  parent  with  whom  the 
student  resided  for  the  greater  portion  of 
the  12  month  period  preceding  the  date 
of  application  to  have  an  expected 
family  contribution  determined  under  an 
approved  need  analysis  system. 

(2)  If  the  preceding  criterion  does  not 
apply,  choose  the  parent  who  provided 
the  greater  portion  of  the  student’s 
support  for  the  12  month  period 
preceding  the  date  of  application  to 
have  an  expected  family  contribution 
determined  under  an  approved  need 
analysis  system. 

(3)  If  neither  of  the  preceding  criteria 
apply,  choose  the  parent  who  provided 
the  greater  support  for  the  period 
commencing  January  1  of  the  calendar 
year  which  immediately  precedes  the 
first  calendar  year  of  the  award  period 
and  ending  12  months  prior  to  the  date 
of  application  to  have  an  expected 
family  contribution  determined  under  an 
approved  need  analysis  system. 

(c)  If  either  of  the  parents  have  died, 
the  institution  shall  consider  only  the 
surviving  parent  as  the  parent  for 
purposes  of  applying  the  criteria  in 
paragraph  (a)  of  this  definition.  If  both 
parents  have  died,  the  institution  shall 
not  consider  either  parent. 

*  Independent  student  (effective  July  1, 
1981  through  June  30, 1982): 

(a)  A  student  who  for  1980  and  1981 — 

(1)  Has  not  been  claimed  and  will  not 
be  claimed  as  an  exemption  for  Federal 
income  tax  purposes  by  his  or  her 
parent(s); 

(2)  Has  not  received  and  will  not 
receive  financial  assistance  or  more 
than  $1,000  in  each  year  from  his  or  her 
parent(s);  and 

(3)  Has  not  lived  and  will  not  live  for 
more  than  six  weeks  in  each  year  in  the 
home  of  his  or  her  parent(s). 

(b)  If  a  student’s  mother  and  father 
are  divorced  or  separated,  only  one 
parent  will  be  considered  to  be  the 
parent  of  the  student  for  purposes  of 
applying  the  criteria  in  paragraph  (a)  of 
this  section.  To  determine  that  parent — 

(1)  Choose  the  parent  with  whom  the 
student  resided  for  the  greater  portion  of 
the  12  month  period  preceding  the  date 
of  application  to  have  an  expected 
family  contribution  determined  under  an 
approved  need  analysis  system. 

(2)  If  the  preceding  criterion  does  not 
apply,  choose  the  parent  who  provided 
the  greater  portion  of  the  student’s 
support  for  the  12  month  period 
preceding  the  date  of  application  to 
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have  an  expected  family  contribution 
determined  under  an  approved  need 
analysis  system. 

(3)  If  neither  of  the  preceding  criteria 
apply,  choose  the  parent  who  provided 
the  greater  support  for  the  period 
commencing  January  1  of  the  calendar 
year  which  immediately  precedes  the 
first  calendar  year  of  the  award  period 
and  ending  12  months  prior  to  the  date 
of  application  to  have  an  expected 
family  contribution  determined  under  an 
approved  need  analysis  system. 

(c)  If  either  of  the  parents  have  died, 
the  institution  shall  consider  only  the 
surviving  parent  as  the  parent  of  the 
student.  If  both  parents  have  died,  the 
institution  shall  not  consider  either 
parent. 

*  Legal  guardian:  An  individual 
appointed  by  a  court  to  be  a  legal 
guardian  of  a  person  and  who  is 
specifically  required  by  the  court  to  use 
his  or  her  financial  resources  to  support 
that  person. 

National  Direct  Student  Loan  Program 
(NDSL):  The  student  loan  program 
authorized  by  Title  IV-E  of  the  HEA 
(20  U.S.C.  1087aa-1087ii) 

*  National  of  the  United  States:  A 
citizen  of  the  United  States  or  a 
noncitizen  who  owes  permanent 
allegiance  to  the  United  States. 

(8  U.S.C.  1101(a)(22)) 

*  Nonprofit  institution:  An  institution 
owned  and  operated  by  one  or  more 
nonprofit  corporations  or  associations 
where  no  part  of  the  net  earnings  of  the 
institution  benefits  any  private 
shareholder  or  individual. 

(20  U.S.C.  1141(c)) 

*  Parent:  Parent  means  the  student’s 
mother,  father,  or  legal  guardian.  An 
adoptive  parent  is  considered  to  be  the 
student's  mother  or  father. 

*  Parent  Loans  for  Undergraduate 
Students  Program  (PLUS):  The  parent 
loan  program  authorized  by  Title  IV-B 
of  the  HEA. 

*  Payment  period:  A  semester, 
trimester,  or  quarter.  For  an  institution 
not  using  those  academic  periods,  it  is 
the  period  between  the  beginning  and 
the  midpoint  or  between  the  midpoint 
and  the  end  of  an  academic  year.  A 
payment  period  is  not  the  payroll  period 
discussed  in  §  675.16. 

*Pell  Grant  Program:  The  grant 
program,  formerly  known  as  the  Basic 
Educational  Opportunity  Grant  Program, 
authorized  by  Title  IV  A-l  of  the  HEA. 

*  Regular  student:  A  person  who  is 
enrolled  or  accepted  for  enrollment,  in 
an  eligible  program  at  an  institution  of 
higher  education  for  the  purpose  of 
obtaining  a  degree  or  certificate. 


* Secretary :  The  Secretary  of  the 
Department  of  Education,  or  an  official 
or  employee  of  the  Department  acting 
for  the  Secretary  under  a  delegation  of 
authority. 

*  State:  The  States  of  the  Union, 
American  Samoa,  the  Commonwealth  of 
Puerto  Rico,  the  District  of  Columbia, 
Guam,  the  Trust  Territory  of  the  Pacific 
Islands,  the  Virgin  Islands,  and  the 
Northern  Mariana  Islands. 

(20  U.S.C.  1141(b)) 

*  State  Student  Incentive  Grant 
Program  (SSIG):  The  program 
authorized  by  Title  IV-A-3  of  the  HEA. 

(20  U.S.C.  1070c  et  seq.) 

Supplemental  Educational 
Opportunity  Grant  Program  (SEOG): 

The  grant  program  authorized  by  Title 
IV-A-2  of  the  HEA. 

(20  U.S.C.  1070b  et.  seq.) 

(42  U.S.C.  2751-2756b,  unless  otherwise 
noted) 

§  675.3  Allotment  and  reallotment 

(a)  Initial  allotment.  The  Secretary 
allots  one  percent  of  the  CWS 
appropriation  according  to  section 
442(a)  of  the  Act.  The  Secretary  allots 
an  additional  amount  according  to 
section  442(f)  of  the  Act. 

(b)  Initial  allotment  to  States.  (1)  The 
Secretary  allots  90%  of  the  amount 
remaining  according  to  the  Act,  442(b). 

(If  necessary  the  Secretary  allots 
additional  amounts  to  each  State  to 
make  that  State’s  allotment  equal  to  its 
allotment  for  fiscal  year  1972.  The  1972 
allotments  are  shown  in  Appendix  A.) 

(2)  The  Secretary  allots  die  remaining 
amount  so  that  each  institution  in  each 
State  receives  the  CWS  funds  computed 
under  §  §  675.6  or  675.7. 

(c)  Reallotment.  (1)  The  Secretary 
reallots  the  amount  of  a  State's 
allotment  that  exceeds  the  approved 
requests  of  institutions  in  that  State. 

(2)  The  Secretary  reallots  those  funds 
among  the  remaining  States  according  to 
institutional  need  for  CWS  funds  as 
computed  under  §  §  675.6  or  675.7. 

(42  U.S.C.  2752) 

§  675.4  Allocation,  reallocation,  and 
payment  to  institutions. 

(a)  Definition.  As  used  in  this  section 
and  in  section  675.6,  "current  year" 
means  the  12-month  period  ending  on 
the  June  30  immediately  following  the 
closing  date  for  tiling  a  CWS 
application. 

(b)  Allocation.  The  Secretary 
distributes  CWS  funds  according  to 
§§  675.6  and  675.7. 

(c)  Reallocation.  (l)(i)  If  an  institution 
anticipates  not  using  all  its  allocated 
funds  by  the  end  of  an  award  year  and  if 


it  does  not  wish  to  carry  those  funds 
forward  into  the  next  award  year,  it 
must  specify  the  anticipated  unused 
amount  to  the  Secretary,  who  reduces 
the  institution’s  allocation  accordingly. 

(ii)  Other  institutions  may  apply  for 
those  funds  on  the  form  and  at  the  time 
specified  by  the  Secretary. 

(iii)  The  Secretary  distributes  those 
funds  to  applicant  institutions  in 
accordance  with  paragraph  (c)(2)  of  this 
section. 

(2)(i)  If  the  funds  that  become 
available  under  paragraph  (c)(1)  of  this 
section  come  from  the  State’s  initial 
allotment  under  §  675.3(b)(1),  the 
Secretary  reallocates  those  funds 
equitably  to  other  institutions  in  that 
State.  The  Secretary  reallots  those  funds 
that  are  not  needed  to  maintain  the 
State’s  initial  allotment,  and  any  funds 
that  do  not  come  from  that  initial 
allotment,  in  accordance  with 
paragraphs  (c)(2)  (ii),  (iii),  (iv),  and  (v)  of 
this  section. 

(ii)  The  Secretary  reallocates  fifty  (50) 
percent  of  any  remaining  funds  to 
eligible  applicant  institutions  to  initiate, 
improve,  or  expand  cooperative 
education  programs  conducted  in 
accordance  with  title  VIII  of  the  HEA. 

The  Secretary  distributes  these  funds 
to  eligible  applicant  institutions 
according  to  the  following  formula: 

An  eligible  applicant  institution’s  share = The 
number  of  students  assisted  under  the 
cooperative  education  program  authorized 
by  title  VIII  for  the  fiscal  year  enrolled  in 
the  eligible  institution  which  applied  for 
reallocated  funds./The  number  of  such 
students  for  such  year  enrolled  in  all 
eligible  institutions  which  applied  for 
reallocated  funds.  X  Funds  available  for 
distribution. 

(iii)  The  Secretary  reallocates  the 
remaining  fifty  (50)  percent  to 
institutions  whose  students  have 
suffered  financial  hardships  as  a  result 
of  natural  disasters  within  the  preceding 
12  months. 

(iv)  If  any  funds  remain,  the  Secretary 
then  increases  awards  to  institutions 
whose  awards  are  less  than  their 
national  fair  share  determined  under 

§  675.6.  The  Secretary  calculates  each 
applicant’s  increase  as  follows: 

Institution’s  remaining  shortfall/remaining 
shortfall  of  all  applicants  for 
reallocation  x  remaining  amount  available 
for  reallocation 

(An  institution's  remaining  shortfall  is 
the  difference  between  its  national  fair 
share  (see  §  675.6(g)(4))  and  its  award 
calculated  in  §  675.6  and  this  section 
through  paragraph  (c)(2)(iii).) 

(v)  If  any  funds  still  remain,  the 
Secretary  reallocates  the  funds  in  a 
manner  that  best  carries  out  the 
purposes  of  this  part. 
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(d)  Payments  to  institutions.  The 
Secretary  allocates  funds  for  a  specific 
period  of  time.  The  Secretary  pays  funds 
to  an  institution  in  advance  or  by 
reimbursement.  The  Secretary  bases  the 
amount  to  be  paid  on  periodic  fiscal 
reports. 

{42  U.S.C.  2752  and  2756.) 

§  675.5  Application. 

(a)  To  participate  in  the  CWS 
program,  an  institution  must  file  an 
application  with  the  Secretary  before  an 
annually  established  closing  date. 

(b)  The  application  must  be  on  a  form 
approved  by  the  Secretary  and  contain 
information  needed  to  determine  the 
institution's  allocation  under  §  675.6  and 
675.7. 

(c)  The  application  must  contain  the 
information  needed  to  determine 
whether  the  institution  is  complying 
with  the  maintenance  of  effort 
requirements  under  §  675.20. 

(42  U.S.C.  2756) 

§  675.6  Funding  procedure. 

(a)  General.  (1)  Each  institution 
applying  for  CWS  funds  receives  an 
amount  computed  in  the  following  three 
stages: 

(1)  A  “conditional  guarantee”; 

(ii)  A  State  increase  based  on  its  "fair 
share”  of  the  State  apportionment;  and 

(iii)  A  national  increase  based  on  its 
“fair  share”  of  the  national 
appropriation. 

(2)  Definitions — As  used  in  this 
section — 

(i)  “Base  year"  means  the  12-month 
period  ending  on  the  June  30  preceding 
the  closing  date  for  filing  a  CWS 
application; 

(ii)  "Current  year”  is  defined  in 
§  675.4. 

(b)  Conditional  guarantee.  The 
Secretary  computes  a  conditional 
guarantee  in  the  following  way: 

(1)  An  institution  that  participated  in 
the  CWS  program  in  the  base  year 
receives  a  conditional  guarantee  equal 
to  its  1979-80  award  year  expenditures 
unless  it  suffers  a  substantial  decline  in 
enrollment. 

(2)  An  institution  applying  to 
participate  in  the  CWS  program  for  the 
first  time  receives  a  conditional 
guarantee  equal  to  the  greater  of — 

(i)  $5,000;  or 

(ii)  90  percent  of  the  average  CWS 
base  year  expenditure  per  student  in 
eligible  institutions  offering  comparable 
programs  of  instruction,  multiplied  by 
the  applicant  institution's  base  year 
enrollment. 

(3)  An  institution  applying  to 
participate  in  the  CWS  program  for  the 


second  time  receives  a  conditional 
guarantee  equal  to  the  greatest  of — 

(1)  $5,000; 

(ii)  90  percent  of  the  average  CWS 
base  year  expenditure  per  student  in 
eligible  institutions  offering  comparable 
programs  of  instruction,  multiplied  by 
the  applicant  institution’s  base  year 
enrollment;  or 

(iii)  90  percent  of  its  current  year 
allocation. 

(c)  Self-help  need  of  an  institution.  (1) 
The  Secretary  allocates  additional  funds 
to  an  institution  under  paragraph  (f) 
(State  increase)  and  paragraph  (g) 
(National  increase)  based  in  part  on  the 
institution’s  self-help  need.  Self-help 
need  is  the  need  for  funds  from  work 
and  loan  sources.  The  institution’s  self- 
help  need  is  the  sum  of  the  self-help 
need  of  its  eligible  graduate  students 
and  the  self-help  need  of  its  eligible 
undergraduate  students. 

(2)  The  Secretary  calculates  the  self- 
help  need  of  an  institution's  eligible 
graduate  students  in  accordance  with 
paragraph  (d)  of  this  section  and  the 
self-help  need  of  its  eligible 
undergraduate  students  in  accordance 
with  paragraph  (e)  of  this  section. 

(3)  As  used  in  paragraphs  (d)  and  (e) 
of  this  section: 

(i)  Average  cost  of  attendance  means 
the  attendance  costs  for  undergraduate 
and  graduate  students.  These  costs 
include  tuition,  fees,  standard  living 
expenses,  books,  and  supplies.  (The 
institution  reports  its  total  tuition  and 
fee  revenues,  and  the  Secretary  uses  this 
amount  to  determine  the  average  cost  of 
attendance.) 

(ii)  Eligible  students  means  for  award 
year  1981-82  students  who— 

(A)  Were  enrolled  as  regular  students 
in  good  standing  on  at  least  a  half-time 
basis  in  an  eligible  program  during  the 
base  year; 

(B)  Met  program  regulation 
requirements  for  citizenship  or 
residency  in  the  United  States  for  the 
base  year;  and 

(C)  Applied  for  financial  assistance 
for  the  base  year,  and  for  whom  the 
institution  has  on  file  taxable  and  non- 
taxable  income  data  and  all  the  other 
information  necessary  to  perform  a 
needs  analysis  using  a  methodology 
approved  by  the  Secretary. 

(d)  Self-help  need  of  eligible  graduate 
students.  To  determine  the  self-help 
need  of  an  institution’s  eligible  graduate 
students,  the  Secretary — 

(1)  Establishes  various  income 
categories  for  dependent  and 
independent  graduate  students; 

(2)  Establishes  an  expected  family 
contribution  (EFC)  for  each  income 
category  of  dependent  and  independent 


graduate  students,  using  a  need  analysis 
method  approved  under  §  675.13; 

(3)  Determines  the  average  cost  of 
attendance  for  all  graduate  students; 

(4)  Subtracts  from  the  average  cost  of 
attendance  for  all  graduate  students,  the 
computed  EFC  for  each  income  category 
of  dependent  students  and  each  income 
category  of  independent  students. 
However,  the  average  cost  of 
attendance  minus  the  EFC  for  any 
income  category  may  not  be  less  than 
zero; 

(5)  Multiplies  those  amounts  by  the 
number  of  eligible  students  in  each 
category; 

(6)  Adds  the  amounts  obtained  for 
each  income  category'  of  dependent 
students  and  each  income  category  of 
independent  students;  and 

(7)  Totals  those  two  amounts. 

(e)  Self-help  need  of  eligible 

undergraduate  students.  To  determine 
the  self-help  need  of  an  institution’s 
eligible  undergraduate  students,  the 
Secretary — 

(1)  Establishes  various  income 
categories  for  dependent  and 
independent  undergraduate  students; 

(2)  Establishes  an  EFC  for  each 
income  category  of  dependent  and 
independent  undergraduate  students, 
using  a  need  analysis  method  approved 
under  §  675.13; 

(3)  Computes  25  percent  of  the 
average  cost  of  attendance  for  all 
undergraduate  students; 

(4)  Multiplies  the  number  of  eligible 
dependent  students  in  each  income 
category  by  the  lesser  of — 

(i)  25  percent  of  the  average  cost  of 
attendance  for  all  undergraduate 
students;  or 

(ii)  The  average  cost  of  attendance  for 
all  undergraduate  students  minus  the 
EFC  determined  under  paragraph  (e)(2) 
of  this  section  for  that  income  category. 
However,  the  average  cost  of 
attendance  minus  the  EFC  may  not  be 
less  than  zero; 

(5)  Adds  the  amounts  obtained  for 
each  income  category  of  dependent 
students; 

(6)  Multiplies  the  number  of  eligible 
independent  students  in  each  income 
category  by  the  lesser  of — 

(i)  25  percent  of  the  average  cost  of 
attendance  of  all  undergraduate 
students;  or 

(ii)  The  average  cost  of  attendance  for 
all  undergraduate  students  minus  the 
EFC  determined  under  paragraph  (e)(2) 
of  this  section  for  that  income  category. 
However,  the  average  cost  of 
attendance  minus  the  EFC  may  not  be 
less  than  zero; 

(7)  Adds  the  amounts  obtained  for 
each  income  category  of  independent 
students;  and 
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(8)  Adds  the  amounts  obtained  under 
paragraphs  (e)  (5)  and  (7)  of  this  section. 

(f)  State  increase.  (1)  For  any  year  the 
Secretary  increases  awards  to 
institutions  in  a  State  (“State  increase”) 
if  the  combined  conditional  guarantees 
of  all  institutions  in  that  State  are  less 
than  the  State’s  allotment  under  §  675.3. 

(2)  The  Secretary  calculates  an 
institution’s  State  increase  according  to 
the  following  formula — 

Institution's  State  increase = its  State 
shortfall/State  shortfalls  of  all  institutions 
in  State  xCWS  funds  available  for  State 
shortfall 

(3)  As  used  in  the  formula  in 
paragraph  (f)(2)  of  this  section — 

(1)  “CWS  funds  available  for  State 
shortfall”  is  calculated  by  subtracting 
from  the  State  allotment,  the  conditional 
guarantees  of  all  institutions  in  the 
State. 

(ii)  An  institution’s  “State  shortfall"  is 
calculated  by  subtracting  from  an 
institution’s  State  fair  share  its 
conditional  guarantee. 

(iii)  An  institution's  “State  fair  share" 
is  calculated  as  follows — 

Institution's  State  fair  share = its  self-help 
need/self-help  need  of  all  institutions  in  the 
State  applying  for  CWS  funds  X  State 
allotment  for  CWS 

(g)  National  increase.  (1)  For  any  year 
the  Secretary  will  further  increase 
awards  to  institutions  (“national 
increase”)  if  the  sum  of  the  conditional 
guarantees  and  State  increases  awarded 
to  institutions  is  less  than  the  CWS 
appropriation  for  that  year. 

(2)  The  Secretary  calculates  an 
institution's  national  increase  according 
to  the  following  formula — 

Institution's  national  increase = its  national 
shortfall/national  shortfall  of  all 
institutions  X  CWS  funds  available  for 
national  shortfall 

(3)  As  used  in  the  formula  in 
paragraph  (g)(2)  of  this  section — 


(i)  "CWS  funds  available  for  national 
shortfall”  is  calculated  by  subtracting 
from  the  CWS  appropriation  the 
conditional  guarantees  and  State 
increases  of  all  institutions. 

(ii)  An  institution’s  national  shortfall 
is  calculated  by  subtracting  from  its 
“national  fair  share”,  its  conditional 
guarantee  and  State  increase. 

(4)  An  institution’s  “national  fair 
share”  is  calculated  as  follows — 


Institution's  national  fair  share  =  its  self-help 
need/self-help  need  of  all  institutions 
applying  for  CWS  X  CWS  appropriation 

(h)  No  institution  may  receive  more 
CWS  funds  than  it  requests.  — 

(42  U.S.C.  2756) 

The  following  charts  show  the  income 
categories  and  calculations  for  eligible 
graduate  students  and  for  eligible 
undergraduate  students: 


Determination  of  Self-Help  Need  for  Eligible  Dependent  Graduate  Students 
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Income 


2  3  4  5  6 
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family 

contribution 


<  Average 
cost 

Average  cost  less  expected 
family 

contribution 


Number  of  Self-help 

eligible  need, 

students  col.  4  x  col.  5 


Determination  of  Self-Help  Need  for  Eligible  Dependent  Graduate  Students 


to  $2,999 . 

3,000  to  $5,999 . 

S6.000  to  S8.999 . 

S9.000  to  $11,999 . 

$12,000  to  $14,999 . . . 

$15,000  to  $17,999 . 

$18,000  to  $20, 999 . 

$21,000  to  $23, 999 . . 

$24,000  to  $26.999 . 

$27,000  to  $29,999 . 

$30,000  to  $32,999 . 

$33,000  to  $35,999 . 

$36,000  to  $38,999 . . 

$39,000  to  $4 1,999 . 

$42,000  to  $44,999 . 

$45,000  and  over . . 

7  Total  self-help  need  for  dependent  graduate  students. 


.$ 

4 


Determination  of  Self-Help  Need  for  Eligible  Independent  Graduate  Students 


0  to  $999 . . . 

$1,000  to  $1.999 . 

$2,000  to  $2,999 . 

$3,000  to  $3.999 . ; . " . 

$4,000  to  $4.999 . 

*5,000  to  $5,999 . 

$6,000  to  $6.999 . 

$7,000  to  $7,999 . 

$8,000  to  $8,999 . 

$9,000  to  $9,999 . 

$10,000  to  $10,999 . . . 

$11,000  to  $11. 999 . 

$12,000  to  $12, 999 . . . 

$13,000  to  $13,999 . 

$14,000  to  $14,999..... . . 

$15,000  and  over . . 

7  Total  self-help  need  for  independent  graduate  students. 


Summary 


1  Total  self-help  need  for  dependent  graduate  students....: . $ 

2  Total  self-help  need  for  independent  graduate  students . $ 

3  Total  self-help  need  for  all  graduate  students  (1  +2) . S 
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Determination  ol  Self-Help  Need  for  Eligible  Dependent  Undergraduate  Students 
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3 

4 

5 

6 

Average  cost 

Need: 

Expected 

25  pel  X 
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Number  of 
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Income 

family 

average 

family 

eligible 

col.  3  x  col.  5 

cost 

contribution 
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students 

or 

col.  4  x  col.  5 


0  to  $2,999 .  . . 

$3,000  to  $5,999 . . . 

$6,000  to  $8,999  . ........ 

$9,000  to  $11. 999 . . . . 

$12,000  to  $14,999 . 

$15,000  10  $17,999 . . . ... 

$18,000  10  $20,999  . . . . . 

$21,000  to  $23.999 . . 

$24,000  to  $26,999 . . . . 

$27,000  to  $29,999  . 

$30,000  to  $32,999  . 

$33,000  to  $35,999  .  . . . 

$36,000  to  $38,999 . . . 

$39,000  to  $41,999  . 

$42,000  to  $44,999  . . .  . 

$45,000  and  over . 

7  Total  self-help  need  for  dependent  undergraduate  students 


Determination  of  Self-Help  Need  for  Eligible  Independent  Undergraduate  Students 


0  to  $999 .  . . . . . . . 

$1,000  to  $1,999 . . . . . 

$2,000  to  $2,999 . . . . . . . . 

$3,000  to  $3,999 . . . . . . . . . . 

$4,000  to  $4,999 . . . .  . . . . . . 

$5,000  to  $5,999.... . . . . . _. . . 

$6,000  to  $6,999 . . . . .  _. . _ _ _ _ _ _ 

$7,000  to  $7,999 . . . . . 

$8,000  to  $8,999 . . _... . . . . 

$9,000  to  $9,999 . .  . . . . . 

$10,000  to  $10,999 . .-. . 

$11,000  to  $11. 999 . 

$12,000  10  $12.999 . . . . . . . . . . 

$13,000  to  $13,999 . . . 

$14,000  to  $14,999 . . . . 

$15,000  and  over . . . .... . 

7  Total  self-help  need  for  independent  undergraduate  students . . . . . . $ 


Summary 


1  Total  self-help  need  for  dependent  undergraduate  students . S . . . 

2  Total  self-help  need  for  independent  undergraduate  students . . . . . ... . S . . 

3  Total  self-help  need  for  all  undergraduate  students  (1  +  2) . . . . . . $ _ 


§  675.7  Application  review— approval  of 
request. 

(a)  An  institution  may  request  a 
review  of  the  amount  it  is  scheduled  to 
receive  under  §  675.6. 

(b)  A  National  Review  Panel 
appointed  by  the  Secretary  reviews  each 
institution’s  request.  The  panel  consists 
of  student  financial  aid  administrators 
and  Education  Department  personnel. 

(c)  In  setting  an  award  amount,  the 
Secretary  considers  the  panel’s 
recommendations  and  its  reasons  for  the 
recommendations. 

(d)  The  Secretary  sets  an  award 
amount  based  on  procedures  in  §  675.6 
and  the  review  panel’s 
recommendations. 

(42  U.S.C.  2756) 

§  675.8  Institutional  agreement. 

To  participate  in  the  CWS  program, 
an  institution  of  higher  education  must 


enter  into  an  agreement  with  the 
Secretary.  The  agreement  provides  that 
the  institution  will — 

(a)  Use  the  funds  it  receives  solely  for 
the  purposes  specified  in  this  part; 

(b)  Administer  the  CWS  program  in 
accordance  with  The  Act,  the  provisions 
of  this  part  and  the  Student  Assistance 
General  Provisions,  34  CFR  Part  668; 

(c)  Make  non-CWS  institutional  jobs 
reasonably  available  to  the  extent  of 
available  funds  to  all  students  in  the 
institution  who  want  to  work;  and 

(d)  Award  CWS  employment,  to  the 
maximum  extent  practicable,  which  will 
complement  and  reinforce  each 
recipient’s  educational  program  or 
career  goals. 

(42  U.S.C.  2753  and  20  U.S.C.  1094) 

§  675.9  Student  eligibility. 

(a)  Eligibility.  A  student  at  an 
institution  of  higher  education  is  eligible 


for  part-time  employment  under  CWS  if 
the  student — 

*(1)  Is  a  regular  student; 

(2)  Is  enrolled  or  accepted  for 
enrollment  in  an  eligible  program  as  a 
graduate  or  undergraduate  student  at 
that  institution; 

*13)  (i)  Is  a  U.S.  citizen  or  National; 

(ii)  Is  a  permanent  resident  of  the  U.S.; 

(iii)  Provides  evidence  from  the 
Immigration  and  Naturalization  Service 
that  he  or  she  is  in  the  United  States  for 
other  than  a  temporary  purpose  with  the 
intention  of  becoming  a  citizen  or 
permanent  resident;  or 

(iv)  Is  a  permanent  resident  of  the 
Trust  Territory  of  the  Pacific  Islands  or 
the  Northern  Mariana  Islands; 

*(4)  Has  financial  need; 

*(5)  Is  maintaining  satisfactory 
progress  in  the  course  of  study  he  or  she 
is  pursuing  according  to  the  standards 
and  practices  of  that  institution; 

*(6)  Does  not  owe  a  refund  on  a  Pell 
Grant,  Supplemental  Grant,  or  State 
Student  Incentive  Grant  received  to 
meet  the  cost  of  attending  that 
institution;  and 

*(7)  Is  not  in  default  on  any  National 
Defense/Direct  Student  Loan, 
Guaranteed  Student  Loan,  or  Parent 
Loans  for  Undergraduate  Students 
received  to  meet  the  cost  of  attending 
that  institution. 

*(b)  Member  of  a  religious  order- 
financial  need.  The  Secretary  considers 
that  a  member  of  a  religious  order  (an 
order,  community,  society,  agency,  or 
organization)  who  is  pursuing  a  course 
of  study  at  an  institution  of  higher 
education  has  no  financial  need  if  that 
religious  order — 

(1)  Has  as  its  primary  objective  the 
promotion  of  ideals  and  beliefs 
regarding  a  Supreme  Being; 

(2)  Requires  its  members  to  forego 
monetary  or  other  support  substantially 
beyond  the  support  it  provides;  and 

(3)  (i)  Directs  the  member  to  pursue 
the  course  of  study;  or 

(ii)  Provides  subsistence  support  to  its 
members. 

(c)  Institutional  responsibility  for 
determining  eligibility.  The  institution  is 
responsible  for  determining  the 
eligibility  of  the  students  participating  in 
its  program  whether  the  students  work 
on-  or  off-campus. 

(d)  Selection.  (1)  An  institution  may 
use  not  more  than  10  percent  of  its 
allocation  to  pay  the  compensation  of 


5272 


Federal  Register  /  Vol.  46,  No.  12  /  Monday,  January  .19,  1981  /  Rules  and  Regulations 


eligible  students  who  are  enrolled  as 
less  than  half-time  students. 

(2}  An  institution  must  make 
employment  under  CWS  reasonably 
available  (to  the  extent  of  available 
funds)  to  all  eligible  students  who 
demonstrate  need. 

(3)  The  institution’s  selection 
procedures  must  be — 

(1)  Uniformly  applied; 

(ii)  In  writing;  and 

(iii)  Maintained  in  the  files  of  the 
student  financial  assistance  office. 

(4)  The  institution  must  maintain  on 
file  all  CWS  employment  applications 
for  the  period  specified  in  §  675.19(c)(2). 

(e)  Determination  of  satisfactory 
progress.  (1)  If  an  institution  determines 
at  the  beginning  of  a  payment  period 
that  a  student  is  not  maintaining 
satisfactory  progress,  but  reverses  itself 
BEFORE  the  end  of  the  payment  period, 
the  institution  may  give  a  CWS  job  to 
the  student  for  the  entire  period. 

(2)  If  an  institution  determines  at  the 
beginning  of  a  payment  period  that  a 
student  is  not  maintaining  satisfactory 
progress,  but  reverses  itself  AFTER  the 
end  of  the  payment  period,  the 
institution  may  NOT  provide  the  student 
employment  for  that  period  OR  make 
adjustments  in  subsequent  financial  aid 
payments  to  compensate  for  the  loss  of 
aid  for  that  period. 

(f)  Overpayment  of  grants.  Conditions 
under  which  an  institution  may  allow  a 
student  who  is  overpaid  a  grant  to 
continue  his  or  her  CWS  job; 

(1)  Overpayment  of  a  Pell  Grant.  If  an 
institution  makes  an  overpayment  of  a 
Pell  Grant  to  a  student,  it  may  continue 
to  employ  that  student  if — 

(1)  The  student  is  otherwise  eligible; 
and 

(ii)  It  can  eliminate  the  overpayment 
in  the  award  year  in  which  it  occurred 
by  adjusting  the  subsequent  Pell  Grant 
payments  for  that  award  year. 

(2)  Overpayment  of  a  Pell  Grant  due 
to  institutional  error.  If  the  institution 
makes  an  overpayment  of  a  Pell  Grant 
as  a  result  of  its  own  error  and  cannot 
correct  it  as  specified  in  subparagraph 
(1),  it  may  continue  to  make  payments  to 
that  student  if  the  student — 

(i)  Is  otherwise  eligible;  and 

(ii)  Acknowledges  in  writing  the 
amount  of  overpayment  and  agrees  to 
repay  it  in  a  reasonable  period  of  time. 

(3)  Overpayment  of  an  SEOG.  An 
institution  may  continue  to  employ  a 
student  who  receives  an  overpayment 
on  an  SEOG  if — 

(i)  The  student  is  otherwise  eligible; 
and 

(ii)  It  can  eliminate  the  overpayment 
by  adjusting  financial  aid  payments 
(other  than  Pell  Grants)  in  the  same 


award  year  in  which  the  overpayment 
occurred. 

(4)  Definition.  Overpayment  of  a  grant 
means  that  a  student’s  grant  payments 
are  greater  than  the  amount  he  or  she  is 
entitled  to  receive. 

(g)  Default  on  loans.  Conditions  under 
which  an  institution  may  provide  CWS 
employment  to  a  student  who  is  in 
default  on  loans  made  for  attendance  at 
that  institution: 

(1)  Guaranteed  loan  and  Parent  Loans 
for  Undergraduate  Students  (PLUS).  An 
institution  may  provide  CWS 
employment  to  a  student  who  is  in 
default  on  a  Guaranteed  Student  Loan 
or  a  PLUS  if  the  Secretary  (for  a 
Federally  insured  loan)  or  a  guarantee 
agency  (for  a  loan  insured  by  that  ' 
guarantee  agency)  determines  that  the 
student  has  made  satisfactory 
arrangements  to  repay  the  defaulted 
loan. 

(2)  National  Defense/Direct  Student 
Loan.  An  institution  may  provide  CWS 
employment  to  a  student  w'ho  is  in 
default  on  a  National  Defense/Direct 
Student  Loan  made  at  that  institution  if 
the  student  has  made  arrangements, 
satisfactory  to  the  institution,  to  repay 
the  loan. 

(h)  Bankruptcy.  The  Secretary 
considers  a  National  Defense  Student 
Loan,  a  National  Direct  Student  Loan,  a 
Guaranteed  Student  loan,  or  a  PLUS  that 
is  discharged  in  bankruptcy  to  be  in 
default  for  purposes  of  this  section. 

(i)  GSL/PLUS — Reliance  on  student's 
statement.  An  institution,  in  determining 
whether  a  student  is  in  default  on  a  loan 
made  under  the  Guaranteed  Student 
Loan  Program,  or  the  PLUS  Program, 
may  rely  upon  the  student’s  written 
statement  that  he  or  she  is  not  in  default 
unless  the  institution  has  information  to 
the  contrary. 

(42  U.S.C.  2753;  20  U.S.C.  1091) 

§  675.10  Special  sessions. 

(a)  During  a  special  session  (e.g., 
summer  school)  or  during  a  full-time 
work  period  of  a  cooperative  education 
program,  a  student  is  eligible  for 
employment  under  CWS  if  he  or  she — 

(1)  Is  otherwise  eligible  (see  §  675.9); 
and 

(2) (i)  Was  enrolled  at  that  institution 
during  the  preceding  term  and  will 
complete  his  or  her  course  of  study 
during  the  special  session;  or 

(ii)  Has  been  accepted  for  the 
subsequent  term. 

(b)  The  Secretary  considers  a  student 
to  be  accepted  for  the  subsequent  term  if 
the  student  will  be  studying  in  an 
eligible  program  of  study  abroad. 

(c) (1)  If  an  institution  provides  CWS 
employment  to  a  student  during  a 
special  session  when  the  student  was 


not  enrolled  during  the  preceding  term, 
it  must  maintain  a  written  record 
demonstrating — 

(1)  That  it  accepts  the  student  for  the 
subsequent  t6rm;  and 

(ii)  That  the  student  accepts  its  offer. 

(2)  The  institution  may  not  provide 
CWS  employment  to  a  student  if  it 
believes  the  student  does  not  intend  to 
enroll  in  the  subsequent  term. 

(3)  The  institution  must  immediately 
terminate  a  student’s  employment  if  it 
becomes  aware  after  employment 
begins  that  the  student  does  not  intend 
to  enroll  in  the  subsequent  term. 

(42  U.S.C.  2753) 

*§  675.1 1  Cost  of  attendance. 

(а)  A  student’s  cost  of  attendance 
includes — 

(1)  Tuition  and  fees  normally  assessed 
a  full-time  student  at  the  institution  at 
which  the  student  is  in  attendance; 

(2)  An  allowance  for  books,  supplies, 
transportation,  and  miscellaneous 
personal  expenses; 

(3)  An  allowance  for  room  and  board 
costs  incurred  by  the  student  which — 

(i)  Beginning  in  academic  year  1981-82 
shall  be  an  allowance  of  not  less  than 
$1,100  for  a  student  without  dependents 
residing  at  home  with  parents; 

(ii)  For  students  without  dependents 
residing  in  institutionally  owned  or 
operated  housing,  shall  be  a  standard 
allowance  determined  by  the  institution 
based  on  the  amount  normally  assessed 
most  of  its  residents  for  room  and  board; 

(iii)  For  all  other  students  without 
dependents  shall  be  a  standard 
allowance  determined  by  the  institution 
based  on  the  expenses  reasonably 
incurred  by  the  students  for  room  and 
board;  and 

(iv)  For  students  with  dependents, 
shall  be  an  allowance  based  on  the 
expenses  reasonably  incurred  by  the 
students  for  room  and  board; 

(4)  For  a  student  engaged  in  a  program 
of  study  by  correspondence,  only 
tutition  and  fees  and,  if  required,  books 
and  supplies,  and  travel  and  room  and 
board  costs  incurred  specifically  in 
fulfilling  a  required  period  of  residential 
training; 

(5)  For  a  student  enrolled  in  an 
academic  program  which  normally 
includes  a  formal  program  of  study 
abroad,  reasonable  costs  associated 
with  that  study; 

(б)  For  a  student  with  dependent 
children,  an  allowance  based  on  the 
expenses  reasonably  incurred  for  child 
care;  and 

(7)  For  a  handicapped  student,  an 
allowance  for  those  expenses  related  to 
his  or  her  handicap,  including  special 
services,  transportation,  equipment  and 
supplies  that  are  reasonably  incurred 
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and  not  provided  for  by  other  assisting 
agencies. 

(b)  Adjustments.  The  institution,  in 
individual  cases,  may  adjust  the  cost  of 
attendance  if — 

(1)  The  financial  aid  administrator 
believes  the  cost  of  attendance 
determined  in  accordance  with 
paragraph  (a)  does  not  accurately  reflect 
the  student’s  actual  cost  of  attendance; 
and 

(2)  The  institution  documents  all 
adjustments  in  writing  with  an 
accompanying  explanation  and  makes 
them  part  of  the  institution’s  records. 

(20  U.S.C.  1089(d)) 

*§  675. 1 2  Expected  family  contribution. 

(a)  Dependent  students.  In 
determining  the  amount  a  dependent 
student  and  his  or  her  spouse  and 
parents  are  expected  to  contribute  to  the 
student’s  cost  of  attendance,  the 
financial  aid  adminstrator  must 
consider — 

(1)  Any  serious  illness  in  the  family. 
(Family  members  include  the  student, 
the  student’s  parents  and  spouse,  and 
any  other  persons  the  parents  may  claim 
as  exemptions  under  the  Internal 
Revenue  Code); 

(2)  The  number  of  the  parents’ 
dependent  children; 

(3)  The  number  of  the  parents’ 
dependent  children  attending 
institutions  of  higher  education; 

(4)  Tuition  costs  of  dependent  children 
attending  elementary  and  secondary 
schools;  and 

(5)  Any  other  circumstances  that 
could  affect  the  ability  of  the  student, 
the  student’s  spouse,  and  the  student’s 
parents  to  contribute  to  his  or  her  cost  of 
attendance. 

(b)  Independent  students.  In 
determining  the  amount  an  independent 
student  and  spouse  are  expected  to 
contribute  to  the  student’s  cost  of 
attendance,  the  financial  aid 
administrator  must  consider — 

(1)  Any  serious  illness  in  the  family. 
(Family  members  include  the  student, 
his  or  her  spouse,  and  any  other  persons 
the  student  or  spouse  may  claim  as 
exemptions  under  the  Internal  Revenue 
Code); 

(2)  The  number  of  the  student’s 
dependent  children; 

(3)  The  number  of  the  student's 
dependent  children  attending 
institutions  of  higher  education; 

(4)  Tuition  costs  of  dependent  children 
attending  elementary  and  secondary 
schools;  and 

(5)  Any  other  circumstances  that 
could  affect  the  ability  of  the  student  or 
spouse  to  contribute  to  the  student's 
cost  of  attendance. 


(c)  Special  determination  of 
dependent  student-parent  relationship. 

(1)  The  student  financial  aid 
administrator  must  determine  whether 
the  relationship  between  a  student  and 
his  or  her  parents  makes  it  unreasonable 
to  expect  the  parents  to  contribute  to  the 
student's  cost  of  attendance,  regardless 
of  their  ability  to  do  so,  if  requested  by  a 
student  who  does  not — 

(1)  Live  with  his  or  her  parents; 

(ii)  Visit  his  or  her  parents  for  periods 
longer  than  typical  for  other  adult  family 
members;  or 

(iii)  Receive  gifts  from  his  or  her 
parents  more  valuable  than  those 
typically  given  to  other  adult 
nondependent  offspring. 

(2)  Before  determining  that  it  is 
unreasonable  for  a  parent  of  a 
dependent  student  to  contribute  to  the 
student’s  attendance  costs,  the  financial 
aid  administrator  must  determine 
whether  the  student’s  parents  are,  in 
fact,  willing  to  contribute  toward  those 
costs. 

(3)  The  student  financial  aid 
administrator  must  make  that 
determination  part  of  the  institution’s 
written  record. 

(d)  Native  American  students.  To 
determine  a  Native  American’s  expected 
family  contribution,  an  institution  may 
not  consider  the  following  as  income  or 
assets  of  the  student  or  his  or  her  family; 

(1)  Awards  made  under  the 
Distribution  of  Judgment  Funds  Act  (25 
U.S.C.  1401  et  seq.)  or  the  Alaska  Native 
Claims  Settlement  Act  (43  U.S.C.  1601  et 
seq.). 

(2)  Property  that  may  not  be  sold  or 
encumbered  without  the  consent  of  the 
Secretary  of  the  Interior. 

(3)  Any  other  property  held  in  trust  for 
the  student  or  his  or  her  family  by  the 
U.S.  Government. 

(e)  Annual  determinations.  An 
institution  must  determine  a  student’s 
need  at  least  annually. 

(42  U.S.C.  2753) 

*§  675.13  Approved  need  analysis 
systems. 

(a)  An  institution  must  use  a  Secretary 
approved  need  analysis  system  or 
calculation  method  in  complying  with 
the  requirements  in  §  675.12  (expected 
family  contribution). 

(b)  Preapproved  systems  for 
dependent  students.  The  Secretary  has 
approved  the  following  systems  for 
dependent  students; 

(1)  The  method  of  computing  an 
expected  family  contribution  used  in  the 
Pell  Grant  program  (34  CFR  Part  690). 

(2)  The  income  tax  system  if  adjusted 
to  reflect  the  number  of  the  parents’ 
dependent  children  who  are  attending 
institutions  of  higher  education.  The 


expected  family  contribution  produced 
under  this  system  is  the  sum  of — 

(i)  The  money  the  student  is 
reasonably  able  to  contribute; 

(ii)  The  amount  of  Federal  income  tax 
paid  by  the  student’s  parents; 

(iii)  5%  of  the  parents’  net  assets  in 
excess  of  $17,000  if  there  are  no  farm  or 
business  assets;  or 

(iv)  5%  of  the  parents’  net  assets  in 
excess  of  $50,000  if  there  are  farm  and 
business  assets.  However,  no  more  than 
$17,000  may  be  deducted  for  assets 
other  than  farm  and  business  assets. 

(c)  Criteria  for  other  systems  for 
dependent  students.  (1)  The  Secretary 
approves  other  need  analysis  systems 
for  dependent  students  that  are  properly 
submitted  (see  paragraph  (e)),  if  the 
system  produces  expected  family 
contribution  figures  that — 

(1)  Increase  incrementally  as  the 
parents'  financial  strength,  measured  in 
constant  dollars,  increases; 

(ii)  Are  equal  for  families  of  equal 
financial  strength;  and 

(iii)  Are  within  $50  of  the  expected 
family  contribution  figures  in  75%  of  the 
sample  cases  supplied  by  the  Secretary. 

(2)  The  Secretary  computes  the 
sample  cases  by: 

(i)  Deducting  from  the  sum  of  the 
parents’  adjusted  gross  income  and 
nontaxable  income — 

(A)  The  amount  of  Federal  income 
taxes  and  social  security  taxes; 

(B)  An  8%  allowance  on  total  income 
for  State  and  local  taxes;  and 

(C)  A  family  maintenance  allowance 
(excluding  the  student  during  the 
academic  year)  using  Department  of 
Labor  estimates  at  a  low  standard  of 
living; 

(ii)  Adding  to  this  remainder,  12%  of 
the  net  market  value  of  the  parents’ 
assets,  after  deducting  a  standard  asset 
reserve;  and 

(iii)  Applying  a  rate  schedule  that  the 
Secretary  will  publish  annually  with  the 
sample  cases. 

(3) (i)  In  developing  sample  cases,  the 
Secretary  selects  cases  where  the  main 
wage  earner  is  45  years  of  age. 

(ii)  The  Secretary  does  not  select 
cases  that  involve  medical  and  dental 
expenses,  casualty  and  theft  losses, 
housekeeping  allowances,  farm  or 
business  assets,  more  than  one  family 
member  attending  a  postsecondary 
institution  as  an  undergraduate,  social 
security  or  veteran’s  benefits,  or  any 
unusual  circumstances. 

(4)  In  comparing  figures  from  systems 
submitted  for  approval  with  figures  from 
sample  cases,  the  Secretary  treats  an 
expected  parental  contribution  of  less 
than  zero  as  zero. 

(5)  In  order  to  insure  measurement  in 
constant  dollars,  the  Secretary  revises 
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sample  case  figures  for  inflation 
annually  by  adjusting — 

(i)  Deductions  for  family  maintenance; 

(ii)  The  standard  deduction  from 
assets;  and 

(iii)  The  rate  of  contribution  from 
income  and  assets: 

(d)  Systems  for  independent  students. 
The  Secretary  approves  the  following 
systems  for  independent  students: 

(1)  The  method  of  computing  an 
expected  family  contribution  used  in  the 
Pell  Grant  program  (34  CFR  Part  690). 

(2)  The  systems  of  need  analysis  for 
independent  students  published  by 
those  organizations  approved  for 
dependent  students  under  paragraph  (c). 

(e)  Application  procedures  for  system 
approval.  (1)  An  organization  or 
individual  wishing  to  have  a  system  for 
dependent  students  approved  must  also 
submit  a  system  for  independent 
students.  Both  systems  must  be 
submitted  to  the  Secretary  by  June  30. 

(2)  The  Secretary  lists  approved 
systems  in  the  Federal  Register  by  the 
following  September  1. 

(3)  Applications  for  approval  must 
include — 

(1)  Information  the  Secretary  needs  to 
determine  whether  or  not  the  system 
meets  the  requirements  of  paragraph  (c); 
and 

(ii)  The  expected  family  contribution 
amounts  produced  by  that  system  for 
the  sample  cases. 

(f)  Duration  of  approval.  (1)  There  is 
no  specified  expiration  date  for  need 
analysis  systems  for  dependent  students 
approved  under  paragraph  (b). 

(2)  An  institution  may  use  the  need 
analysis  systems  for  dependent  and 
independent  students  approved  under 
paragraphs  (c)  and  (d)  to  determine 
student  eligibility  and  amount  of 
assistance  under  Campus  Based 
Programs  for  an  academic  year  that 
begins — 

(i)  No  earlier  than  the  following  June 
1;  or 

(ii)  No  later  than  12  months  after  that 
June  1  date. 

(g)  Adjustments.  The  institution,  in 
individual  cases,  may  further  adjust 
expected  family  contributions  computed 
according  to  one  of  the  approved 
systems  if — 

(1)  The  student  financial  aid 
administrator  believes  the  expected 
family  contribution  does  not  accurately 
reflect  the  student’s  (or  parent’s)  ability 
to  contribute;  and 

(2)  The  institution  documents  all 
adjustments  in  writing  with  an 
accompanying  explanation  and  makes 
them  part  of  the  institution’s  records. 

(42  U.S.C.  2753) 


*§  675.14  Coordination  of  student 
financial  aid  programs,  award  amount,  and 
overaward. 

(a)  Coordinating  official.  An 
institution  must  appoint  a  coordinating 
official  for  its  CWS  and  other  Federal 
and  non-Federal  student  financial  aid 
programs. 

(b)  Overaward  prohibited,  general 
rule.  (1)  An  institution  may  not  award 
CWS  assistance  to  a  student  if  the  CWS, 
when  combined  with  all  other  resources, 
exceeds  the  student’s  financial  need. 

The  institution,  however,  does  NOT 
violate  this  rule  if — 

(1)  The  student  receives  additional 
funds  after  the  institution  awards  aid, 
and  total  resources  exceed  his  or  her 
financial  need  by  $200  or  less  by  the  end 
of  the  academic  year;  or 

(ii)  The  student  earns  more  money 
from  employment  than  the  institution 
anticipated  when  it  awarded  the  CWS, 
and  it  treats  the  earnings  in  accordance 
with  paragraph  (c)  (prevention  of 
overaward). 

(2)  A  student’s  financial  need  may  not 
exceed  his  or  her  cost  of  education. 

(3)  If  a  student’s  resources  exceed  his 
or  her  need  by  more  than  $200,  and  the 
excess  is  not  from  employment,  the 
overaward  is  the  amount  that  exceeds 
the  $200. 

(c)  Prevention  of  overaward  by 
treatment  of  earnings.  An  institution 
must  take  the  following  steps  when  it 
learns  that  a  CWS  recipient  has  earned, 
or  will  earn,  more  than  $200  over  his  or 
her  financial  need: 

(1)  It  must  decide  whether  the  student 
needs  the  money  to  pay  for  necessary 
additional  attendance  costs, 
unanticipated  when  it  awarded  financial 
aid  to  the  student.  If  the  student  does,  no 
further  action  is  necessary. 

(2)  If  the  student’s  earnings  still 
exceed  need  by  $200  or  more  after  the 
institution  subtracts  any  additional 
costs,  it  must  cancel  any  unpaid  loan  or 
grant  (other  than  Pell  Grants)  to  avoid 
exceeding  need  by  more  than  $200. 

(3)  If  the  student’s  earnings  still 
exceed  his  or  her  need  by  more  than 
$200  after  the  institution  takes  the  steps 
required  in  the  two  preceding 
subparagraphs,  and  the  student  is 
enrolled  for  the  next  academic  year,  the 
institution  must  use  the  amount  that 
exceeds  $200  as — 

(i)  A  resource  to  help  pay  the 
student’s  cost  of  attendance  in  the 
following  year;  or 

(ii)  A  substitute  for  the  student’s 
expected  family  contribution  for  the 
current  year  unless  a  GSL  or  PLUS  is 
used  for  that  purpose. 

(4)  If  the  student’s  earnings  still 
exceed  his  or  her  need  by  more  than 
$200  after  the  institution  takes  the  steps 


required  in  subparagraphs  (1)  and  (2), 
and  the  student  is  NOT  enrolled  for  the 
next  academic  year,  no  further  action  is 
necessary. 

(d)  Resources.  The  Secretary 
considers  that  “resources”  include,  but 
are  not  limited  to,  any — 

(1)  Funds  the  student  is  entitled  to 
receive  from  a  Pell  Grant,  regardless  of 
whether  the  student  applies  for  it; 

(2)  Waiver  of  tuition  and  fees; 

(3)  Scholarship  or  grant,  including  a 
SEOG  or  athletic  scholarship; 

(4)  Fellowship  or  assistantship; 

(5)  Insurance  programs  for  the 
student’s  education,  including  any  social 
security  educational  benefits  not 
included  in  computing  EFC; 

(6)  GSL  or  PLUS  as  indicated  under 
paragraph  (e); 

(7)  Long-term  loans,  including  NDSL 
but  excluding  GSL,  and  PLUS,  made  by 
the  institution; 

(8)  Net  earnings  from  employment, 
including  any  part  of  an  independent 
student’s  net  earnings  not  included  as 
part  of  the  student’s  EFC.  (“Net 
earnings”  means  gross  earnings  minus 
taxes  and  job  related  costs);  and 

(9)  Veterans  benefits  (except  that  part 
included  as  part  of  the  student’s  EFC). 

(e)  Treatment  of  Guaranteed  Student 
Loans  (GSL)  and  Parent  Loans  for 
Undergraduate  Students  (PLUS).  (1)  A 
student  may  use  a  GSL  or  a  PLUS  as  a 
substitute  for  his  or  her  expected  family 
contribution. 

(2)  However,  if  the  loan  amounts 
under  one  or  both  of  these  programs 
exceeds  the  student’s  expected  family 
contribution,  the  Secretary  considers  the 
excess  to  be  a  resource. 

(f)  Administrative  responsibility.  (1) 

An  institution  is  responsible  ONLY  for 
the  resources  it — 

(1)  Makes  available  to  its  students; 

(ii)  Knows  about;  or 

(iii)  Can  reasonably  anticipate  at  the 
time  it  awards  CWS  assistance  to  the 
student. 

(2)  An  institution  must  take 
reasonable  steps  to  stay  informed  about 
the  earnings  of  a  student  employed 
outside  the  institution. 

(g)  The  provisions  of  paragraph  (b)  of 
this  section  are  retroactive  to  October 
12, 1976. 

(42  U.S.C.  2753) 

§  675.15  Coordination  with  BIA  grants. 

*(a)  To  determine  the  amount  of  CWS 
compensation  for  a  student  who  is  also 
eligible  for  a  Bureau  of  Indian  Affairs 
(BIA)  education  grant,  an  institution 
must  prepare  a  package  of  student  aid — 

(1)  From  resources  other  than  the  BIA 
education  grant  the  student  has  received 
or  is  expected  to  receive;  and 
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(2)  That  is  consistent  in  type  and 
amount  with  packages  prepared  for 
students  in  similar  circumstances  who 
are  not  eligible  for  a  BIA  education 
grant. 

‘(b)(1)  The  BIA  education  grant, 
whether  received  by  the  student  before 
or  after  the  preparation  of  the  student 
aid  package,  supplements  that  package. 

(2)  No  adjustment  may  be  made  to  the 
student  aid  package  as  long  as  the  total 
of  the  package  and  the  BIA  education 
grant  is  less  than  the  institution’s 
determination  of  that  student’s  financial 
need. 

‘(c)(1)  If  the  BIA  education  grant, 
when  combined  with  other  aid  in  the 
package,  exceeds  the  student's  need,  the 
excess  must  be  deducted  and  may  be 
deducted  only  from  the  other  assistance, 
not  the  BIA  education  grant. 

(2)  The  institution  must  deduct  the 
excess  in  the  following  sequence:  loans, 
work-study  awards,  and  grants  other 
than  Pell  Grants.  However,  the 
institution  may  change  the  sequence  if 
requested  by  a  student  and  the 
institution  believes  the  change  benefits 
the  student. 

*(d)  To  determine  the  financial  need 
of  a  BIA-eligible  student,  a  financial  aid 
administrator  is  encouraged  to  consult 
with  area  officials  in  charge  of  BIA 
pcstsecondary  financial  aid. 

(42  U.S.C.  2753) 

§  675.16  Payment  to  students. 

(a) (l)(i)  An  institution  must  pay  a 
student  at  least  once  a  month.  The 
Federal  share  of  each  payment  must  be 
paid  to  the  student  by  check,  or  similar 
instrument,  that  the  student  can  cash  on 
his  or  her  own  endorsement. 

(ii)  The  institution  may  not  directly 
transfer  the  Federal  share  of  any 
payment  to  the  student's  account  at  the 
institution  or  elsewhere  to  pay  expenses 
or  bills. 

(2)  Regardless  of  who  employs  the 
student,  the  institution  is  responsible  for 
ensuring  that  the  student  is  paid  for 
work  performed  during  the  previous 
payroll  period. 

(3)  A  student’s  CWS  wages  are 
obligated  when  the  student  performs  the 
work. 

(b) (1)  If  an  institution  pays  a  student 
its  share  of  his  of  her  CWS  wages  by 
check,  it  must  pay  the  student  at  the 
same  time  it  pays  the  Federal  share. 

(2)  If  an  institution  pays  a  student  its 
CWS  share  for  an  award  period  in  the 
form  of  tuition,  fees,  services,  or 
equipment,  it  must  pay  that  share  before 
the  student’s  final  payroll  period. 

(3)  If  an  institution  pays  its  CWS 
share  in  the  form  of  prepaid  tuition,  fees, 
services,  or  equipment  for  a  forthcoming 
academic  period,  it  must  give  the 


student  a  statement  before  the  close  of 
his  or  her  final  payroll  period  listing  the 
amount  of  tuition,  fees,  services,  or 
equipment  earned. 

(c)  Before  an  institution  employs  a 
student  under  CWS,  it  must — 

(1)  Get  a  written  employment 
acceptance  statement  from  the  student; 
and 

(2)  Give  the  student  a  statement 
listing — 

(1)  The  amount  of  the  student’s  CWS 
award; 

(ii)  All  other  student  financial  aid  it 
made  available  to  the  student;  and 

(iii)  The  condition  that  continued 
CWS  employment  depends  upon  the 
student’s  maintaining  satisfactory 
academic  progress  as  an  eligible  student 
during  the  academic  year. 

(d) (1)  An  institution  may  not  pay  a 
student  College  Work-Study  wages 
unless  the  student  files  a  statement  of 
educational  purpose  with  the  institution 
in  which  the  student  declares  that  he  or 
she  will  use  those  wages  solely  for 
educational  expenses  in  connection  with 
attendance  at  the  institution. 

(2)  The  Secretary  considers  the 
following  statement  as  satisfying  this 
requirement. 

Statement  of  Educational  Purpose 

I  declare  that  I  will  use  the  wages  or  salary  1 
receive  under  the  College  Work-Study 
program  solely  for  expenses  connected  with 

attendance  at - (name  of 

institution). 

- (Date) 

- (Signature) 

***** 

(20  U.S.C.  1068g;  28  U.S.C.  1748) 

(e)  Correspondence  study.  A 
correspondence  student  must  submit  his 
or  her  first  completed  lesson  before 
receiving  a  payment. 

(f)  If  an  institution  computes  a 
student’s  need  using  estimated  data 
submitted  before  January  1  of  the 
previous  award  year,  the  institution  may 
not  pay  the  student  unless  it  verifies  that 
information. 

(42  U.S.C.  2753;  20  U.S.C.  1091) 

*§  675.17  Federal  interest  In  allocated 
funds. 

Except  for  funds  received  for  the 
administrative  cost  allowance  (see 
§  675.18(b)),  funds  received  by  an 
institution  under  the  CWS  program  are 
held  in  trust  for  the  intended  student 
beneficiaries.  Funds  may  not  be  used  or 
hypothecated  (i.e.,  serve  as  collateral) 
for  any  other  purpose. 

(42  U.S.C.  2751-56) 

§675.18  Use  of  funds. 

(a)  General.  Funds  allocated  to  an 
institution  under  the  CWS  program  may 
only  be  used  to — 


(1)  Pay  the  Federal  share  of  CWS 
wages; 

(2)  Transfer  to  the  institution's  SEOG 
program  (see  §  675.21); 

(3)  Carry  out  the  activities  described 
in  paragraph  (b);  and 

(4)  Meet  the  cost  of  a  job  location  and 
development  program  under  Subpart  B. 

(b)  Administrative  cost  allowance.  An 
institution  participating  in  the  CWS 
program  is  entitled  to  an  administrative 
cost  allowance. 

(1)  The  amount  of  the  allowance 
equals — 

(1)  Five  (5)  percent  of  the  first 
$2,750,000  of  the  institution’s 
expenditures  in  an  award  year  under  the 
CWS,  SEOG,  and  NDSL  programs;  plus 

(ii)  Four  (4)  percent  of  its  expenditures 
which  are  greater  than  $2,750,000  but 
less  than  $5,500,000;  plus 

(iii)  Three  (3)  percent  of  its 
expenditures  in  excess  of  $5,500,000. 

(2)  However,  for  the  purpose  of 
calculating  the  allowance  in  paragraph 
(b)(1)  this  section,  CWS  expenditures 
made  under  the  Community  Service 
Learning  program  (§  675.28)  or  NDSL 
loans  that  are  assigned  to  the  Secretary 
under  section  463(a)(6)(B)  of  the  Higher 
Education  Act  are  not  included. 

(3)  An  institution  must  use  its 
administrative  cost  allowance  to  offset 
its  costs  of  administering  the  Pell  Grant, 
CWFS,  SEOG,  and  NDSL  programs. 
Administrative  costs  also  include  the 
expenses  incurred  for  carrying  out  the 
student  consumer  information  services 
requirements  of  Subpart  C  of  the 
Student  Assistance  General  Provisions, 
34  CFR  Part  668. 

(4) (i)  In  addition  to  the  amount 
calculated  in  paragraph  (b)(1)  of  this 
section,  an  institution’s  administrative 
cost  allowance  includes  ten  (10)  percent 
of  its  expenditures  under  the 
Community  Service  Learning  program 
set  forth  in  §  675.28. 

(ii)  This  portion  of  its  administrative 
cost  allowance  must  be  taken  from  the 
institution's  CWS  allocation. 

(iii)  The  institution  may  use  this 
portion  of  its  administrative  cost 
allowance  to  offset  the  costs  of 
administering  the  Pell  Grant,  CWS, 
SEOG,  and  NDSL  programs  and  to  pay 
the  administrative  costs  of  conducting 
its  Community  Service  Learning 
program.  These  latter  costs  may  include 
the  costs  of — 

(A)  Developing  mechanisms  to  assure 
the  academic  quality  of  the  student 
experience; 

(B)  Assuring  student  access  to 
educational  resources,  expertise,  and 
supervision  necessary  to  achieve 
community  service  objectives;  and 

(C)  Collaborating  with  public  and 
private  nonprofit  agencies  in  the 
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planning  and  administering  of  these 
programs. 

(c)  An  institution  may  carry  forward 
and  expend  in  the  next  award  year  up  to 
ten  (10)  percent  of  its  current  award 
year  CWS  allocation. 

(d)  An  institution  may  spend  up  to  ten 
(10)  percent  of  its  current  award  year 
CWS  allocation  in  and  for  expenses 
incurred  in  the  previous  award  year. 
However,  the  Secretary  ipust  approve 
the  amount  of  funds  that  may  be  spent 
in  this  manner. 

(e)  An  institution  may  not  charge  any 
administrative  expenses  against  its 
CWS  allocation  for  an  award  year 
unless  it  provides  CWS  employment  to 
its  students  for  that  year. 

(20  U.S.C.  1096;  42  U.S.C.  2753.  2756,  and 
2756b.) 

§  675.19  Fiscal  procedures  and  records. 

*(a)  Fiscal  procedures.  (1)  In 
administering  its  CWS  program,  an 
institution  must  establish  and  maintain 
an  internal  control  system  of  checks  and 
balances  that  insures  that  no  office  can 
both  authorize  payments  and  disburse 
funds  to  students. 

(2)  If  an  institution  uses  a  fiscal  agent, 
that  agent  may  perform  only  ministerial 
acts. 

(3)  A  separate  bank  account  for  CWS 
funds  is  not  required.  However  an 
institution  must  notify  any  bank  in 
which  it  deposits  CWS  funds  of  all 
accounts  in  that  bank  in  which  it 
deposits  Federal  funds.  The  institution 
may  give  this  notice  by  either — 

(1)  Including  in  the  name  of  the 
account  the  fact  that  Federal  funds  are 
deposited;  or 

(ii)  Notifying  the  bank  in  writing  of  the 
accounts  in  which  it  deposits  Federal 
funds.  The  institution  must  retain  a  copy 
of  this  notice  in  its  files. 

(b)  Records  and  reporting.  (1)  An 
institution  must  establish  and  maintain 
on  a  current  basis  financial  records  that 
reflect  all  program  transactions.  The 
institution  must  establish  and  maintain 
general  ledger  control  accounts  and 
related  subsidiary  accounts  that  identify 
each  program  transaction  and  separate 
those  transactions  from  all  other 
institutional  financial  activity. 

(2)  The  institution  must  also  establish 
and  maintain  program  and  fiscal  records 
that — 

(i)  Include  a  certification  that  each 
student  has  worked  and  earned  the 
amount  being  paid.  The  student's 
supervisor,  an  official  of  the  institution 
or  off-campus  agency,  must  sign  the 
certification.  The  certification  must 
include — 

(A)  For  students  paid  on  an  hourly 
basis,  a  time  record  showing  the  hours 
each  student  worked;  and 


(B)  For  all  students,  a  statement  of 
whether  the  work  was  performed  in  a 
satisfactory  manner. 

(ii)  Include  a  payroll  voucher 
containing  sufficient  information  to 
support  all  payroll  disbursements; 

(iii)  Include  a  noncash  contribution 
record  to  document  any  payment  of  the 
institution’s  share  of  the  student’s 
earnings  in  the  form  of  services  and 
equipment  (see  §  675.27(a)); 

(iv)  Identify  each  student’s  account 
and  status; 

(v)  Show  the  eligibility  of  each  student 
aided  under  the  program; 

(vi)  Show  the  amount  of  need  and 
how  the  need  was  met  for  each  student; 

(vii)  Identify  the  administrator  who 
determined  the  need;  and 

(viii)  Are  reconciled  at  least  monthly. 

(3)  Each  year  an  institution  must 
submit  a  Fiscal-Operations  Report  plus 
other  information  the  Secretary  requires. 
The  institution  must  comply  with 
requirements  to  insure  the  information 
reported  is  accurate  and  must  submit  it 
on  the  form  and  at  the  time  specified  by 
the  Secretary. 

(c)  Retention  of  records.  (1)  Records. 
Each  institution  must  keep  intact  and 
accessible  records  of  the  receipt  and 
expenditure  of  Federal  funds,  including 
all  accounting  records  and  original  and 
supporting  documents  necessary  to 
document  how  the  funds  are  spent. 

*(2)  Period  of  retention.  Except  for 
audit  questions,  an  institution  must  keep 
records  for  an  award  year  for  five  years 
after  it  submits  its  Fiscal-Operations 
Reports  for  that  year. 

*(3)  Microfilm  copies.  An  institution 
may  substitute  microfilm  copies  for 
original  records  in  meeting  the 
requirements  of  this  section. 

*(4)  Audit  questions.  An  institution 
must  keep  records  in  any  claim  or 
expenditure  questioned  by  Federal  audit 
until  resolution  of  any  audit  questions. 
However,  the  institution  does  not  have 
to  retain  records  beyond  5  years  if  the 
actions  taken  by  the  United  States  to 
recover  funds  are  barred  by  the  Federal 
statute  of  limitation  in  28  U.S.C.  2415(b). 

*(d)  Audits-Federal.  An  institution 
must  give  the  Secretary,  the  Comptroller 
General  of  the  United  States,  or  their 
duly  authorized  representatives  access 
to  the  records  specified  in  paragraphs 
(c)  (1)  and  (2)  and  to  any  other  pertinent 
books,  documents,  papers,  and  records. 

*(e)  Audits— Nop-Federal.  (1)  An 
institution  must  audit,  or  have  audited 
under  its  direction,  CWS  transactions  to 
determine  at  a  minimum — 

(i)  The  fiscal  integrity  of  financial 
transactions  and  reports;  and 

(ii)  If  those  transactions  are  in 
compliance  with  the  applicable  laws 
and  regulations. 


(2)  The  audits  must  be  performed  in 
accordance  with  the  Education 
Department’s  “Audit  Guide’’  for  student 
financial  aid  programs. 

(3)  The  institution  must  have  an  audit 
performed  at  least  once  every  two  years 
unless  the  Secretary  approves  a  longer 
interval. 

(4)  Each  audit  must  cover  the  entire 
period  of  time  since  the  last  audit. 

*(f)  Audit  reports.  The  institution  must 
submit  audit  reports  to  its  local  regional 
office  of  the  Education  Department’s 
Office  of  Inspector  General  Audit 
Agency.  It  must  give  the  Secretary  and 
the  Inspector  General  access  to  records 
or  other  documents  necessary  to  the 
audit’s  review. 

(42  U.S.C.  2753;  20  U.S.C.  1232c) 

§  675.20  Maintenance  of  effort. 

(a)  For  each  award  year  it  receives  a 
CWS  allocation,  an  institution  must 
spend  from  its  own  scholarship  and 
student  financial  aid  program  at  least 
one-third  its  aid  program  expenditures 
for  the  3  award  years  preceding  the 
latest  of  the  following: 

(1)  The  effective  date  of  any 
agreement  required  by  section  443  of  the 
College  Work-Study  Program  (42  U.S.C. 
2753)  or  section  407  of  the  Educational 
Opportunity  Grants  Program  (20  U.S.C. 
1067)  that  was  in  effect  on  June  30, 1973. 

(2)  The  award  year  the  institution 
received  its  first  CWS  allocation. 

(3)  The  award  year  the  institution* 
received  its  first  Educational 
Opportunity  Grant  Program  allocation 
(20  U.S.C.  1061-1067, 1069). 

(4)  The  award  year  the  institution 
received  its  first  SEOG  allocation  (20 
U.S.C.  1070b-1070b-3)  if  it  did  not 
participate  in  the  Educational 
Opportunity  Grant  Program  during  the 
1972-1973  award  year. 

(b)  The  Secretary  may  waive  the 
maintenance  of  effort  requirements  for 
an  award  year  because  of  the  following 
special  circumstances: 

(1)  Fund  withdrawals  from  outside 
sources  (Public  appropriations  are  not 
considered  outside  sources  for  public 
institutions). 

(2)  An  enrollment  decline  if  the 
institution  continues  to  spend  from  its 
own  scholarship  and  student  financial 
aid  program  the  average  amount  it  spent 
per  student  during  the  3-year  base 
period. 

(3)  Voluntary  withdrawal  as  a  GSL 
lender.  The  Secretary  waives  that 
portion  of  the  failure  that  equals  one- 
third  the  amount  of  loans  the  institution 
made  as  a  lender  during  the  3-year  base 
period.  However,  to  have  this  portion 
waived,  the  institution  must  arrange 
alternate  sources  of  financing  for  its 
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students  at  least  equal  to  the  amount  the 
Secretary  waives. 

(4)  Termination  as  a  GSL  lender  by 
the  Secretary. 

(i)  The  Secretary  waives,  for  the  year 
the  institution  is  terminated  as  a  lender, 
the  portion  of  the  failure  that  equals 
one-third  the  amount  of  loans  the 
institution  made  as  a  lender  during  the 
3-year  base  period. 

(ii)  The  Secretary  also  waives,  for 
succeeding  years,  the  portion  of  the 
failure  that  equals  one-third  of  the 
amount  of  loans  the  institution  made  as 
a  lender  during  the  3-year  base  period  if 
the  institution  arranges  alternate 
sources  of  assistance  for  its  students  at 
least  equal  to  the  amount  the  Secretary 
waives. 

(5)  The  Secretary  considers  that  an 
institution  has  provided  alternate 
sources  of  assistance  for  its  students  if  it 
provides  the  assistance  under  a  written 
agreement  between  the  funding  source 
and  the  institution. 

(c)  An  institution,  to  obtain  a  waiver, 
must  submit  to  the  Secretary — 

(1)  A  request  for  a  waiver;  and 

(2)  A  description  of  circumstances 
justifying  the  waiver. 

(d)  An  institution’s  “own  scholarship 
and  student  financial  aid  program" 
includes — 

(1)  Any  expenditures  of  its  own  funds 
for  scholarships,  grants,  loans,  tuition 
waivers,  fee  waivers,  and  fee 
remissions; 

(2)  The  institution's  employment  of  its 
graduate  and  undergraduate  students, 
whether  or  not  they  are  eligible  for  the 
SEOG  or  CWS  programs;  and 

(3)  Any  funds  donated  to  the 
institution  for  student  financial  aid  if  the 
institution  chooses  the  recipients  and 
the  award  amounts.  However,  the 
institution  may  not  claim  funds  from 
Federal  sources  as  part  of  its  “own 
scholarship  and  student  financial  aid 
program.” 

(e)  (1)  According  to  an  institution’s 
stated  practices,  scholarships  and  other 
student  financial  aid  given  to  faculty 
members’  dependents  or  to  institution 
employees  may  be  considered  as 
either — 

(1)  Student  financial  aid;  or 

(ii)  Employee  benefits. 

(2)  Fellowships  and  assistantships 
count  as  financial  aid  unless  it  is  the 
institution’s  stated  practice  to  consider 
the  holders  faculty  members. 

(3)  Alternatives  in  subparagraphs  (1) 
and  (2)  apply  to  both  the  base  year 
period  and  current  expenditures.  Any 
change  must  have  the  Secretary’s 
written  approval. 

(20  U.S.C.  1094) 


§  675.2 1  T ransf er  of  funds. 

(a)  An  institution  may  transfer  up  to 
10%  of  its  allocation  for  an  award  year 
from  its  CWS  program  to  its  SEOG 
program  and  vice  versa.  The  institution 
must  use  the  funds,  when  transferred, 
according  to  the  requirements  of  the 
program  to  which  they  were  transferred. 

(b)  An  institution  may  use  CWS  funds 
transferred  to  the  SEOG  program  for 
initial  or  continuing  grants,  as  the 
institution  sees  fit. 

(c)  An  institution  must  report  any 
funds  transferred  on  the  Fiscal- 
Operations  Report  required  under 

§  675.19(b). 

(d)  An  institution  shall  transfer  back 
to  the  SEOG  program  any  funds 
unexpended  at  the  end  of  the  award 
year  that  it  transferred  to  the  CWS 
program  from  the  SEOG  program. 

(20  U.S.C.  1095) 

§  675.22  Project  eligibility. 

(a) (1)  College  Work-Study 
employment,  except  for  students 
attending  a  proprietary  institution,  may 
involve  work — 

(1)  For  the  institution  itself,  i.e.,  the 
institution  is  the  employer;  or 

(ii)  In  the  public  interest  for  a  Federal, 
State,  or  local  public  agency  or  a  private 
nonprofit  organization. 

(2)  Proprietary  institution  eligibility. 

(i)  CWS  employment  for  students 
attending  a  proprietary  institution  may 
involve  only  work  in  the  public  interest 
for  a  Federal,  State,  or  local  public 
agency  or  for  a  private  nonprofit 
organization. 

(ii)  A  proprietary  institution  of  higher 
education,  for  the  purposes  of  this 
paragraph,  also  includes  any  nonprofit 
organization  owned  or  controlled  by  the 
proprietary  institution  or  by  a 
corporation,  association,  partnership,  or 
individual  that  owns  or  controls  the 
proprietary  institution. 

(b)  Work  for  the  institution  itself  also 
includes  work  in  those  operations  the 
institution  typically  performs  directly  for 
its  students  but  sometimes  contracts  for 
if — 

(lJThe  work  contracted  for  is  in  food 
service,  cleaning,  maintenance,  or 
security;  and 

(2)  The  contract  specifies — 

(i)  The  number  of  students  to  be 
employed;  and 

(ii)  That  the  institution  selects  the 
students  to  be  employed  and  determines 
each  student’s  pay  rate. 

(g)  CWS  employment  in  the  public 
interest.  The  Secretary  considers  work 
in  the  public  interest  to  be  work 
performed  for  the  national  or  community 
welfare  rather  than  work  performed  to 
benefit  a  particular  interest  or  group. 
Work  is  NOT  in  the  public  interest  if — 


(1)  It  primarily  benefits  the  members 
of  a  limited  membership  organization 
such  as  a  credit  union,  a  fraternal  or 
religious  order,  or  a  cooperative; 

(2)  A  student  works  for  an  elected 
official  outside  the  regular 
administration  of  Federal,  State,  or  local 
government;  or 

(3)  A  student's  political  support  or 
party  affiliation  is  taken  into  account  in 
hiring  him  or  her. 

(d)  Non-related  profitmaking 
activities  of  institutions.  (1)  Employment 
connected  with  an  institution's  non- 
related  profitmaking  activities  does  not 
qualify  as  “work  for  the  institution”  or 
“work  in  the  public  interest.”  Activities 
conducted  as  part  of  the  institution’s 
own  educational,  cultural,  or  athletic 
programs  are  not  considered  “non- 
related." 

(2)  Non-related  profitmaking  activities 
include  the  operation  or  rental  of 
athletic  fields,  auditoriums,  theaters, 
and  parking  lots. 

(3)  This  restriction  also  applies  to 
administrative  functions  at  the 
institution  connected  with  the  non- 
related  profitmaking  activities. 

(e)  CWS  employment  limitations  and 
conditions.  (1)  CWS  employment  must 
be  governed  by  employment  conditions, 
including  pay,  that  are  appropriate  and 
reasonable  in  terms  of — 

(1)  Type  of  work; 

(ii)  Geographical  region; 

(iii)  Employee  proficiency;  and 

(iv)  Any  applicable  Federal,  State,  or 
local  law. 

(2)  CWS  employment  may  not — 

(1)  Impair  existing  service  contracts; 

(ii)  Displace  employees; 

(iii)  Fill  jobs  that  are  vacant  because 
the  employer’s  regular  employees  are  on 
strike; 

(iv)  involve  the  construction, 
operation,  or  maintenance  of  any  part  of 
a  facility  used  or  to  be  used  for  religious 
worship  or  sectarian  instruction; 

(v)  Involve  any  partisan  or 
nonpartisan  political  activity  associated 
with  a  faction  in  an  election  for  public 
or  party  office; 

(vi)  involve  lobbying  on  the  Federal 
level;  or 

(vii)  Include  employment  for  the 
Department  of  Education. 

(f)  Agreement  between  an  institution 
and  an  organization.  (1)  The  institution 
must  enter  into  a  written  agreement 
with  a  Federal,  State,  or  local  public 
agency  or  with  a  nonprofit  organization 
that  employs  its  students.  The 
agreement  must  set  forth  the  CWS  work 
conditions  (see  Appendix  B  for  a  sample 
agreement). 

(2)  The  institution  may  enter  into  an 
agreement  ONLY  with  a  reliable  agency 
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or  organization  that  has  professional 
direction  and  staff. 

(3)  The  institution  is  responsible  for 
insuring  that — 

(1)  Payment  for  work  performed  under 
each  agreement  is  properly  documented; 
and 

(ii)  Each  student's  work  is  properly 
supervised  in  accordance  with  CWS 
requirements. 

{42  U.S.C.  2753) 

§675.23  Eligible  jobs. 

(a)  General.  (1)  A  CWS  eligible  job  is 
a  job  that  an  employer  normally  has 
paid  other  persons  to  do  outside  the 
CWS  program. 

(2)  If  no  other  person  has  held  that  job 
for  that  employer,  it  must  be  a  job  for 
which  other  employers  would  normally 

pay- 

(b)  Work  for  academic  credit.  Work 
that  is  otherwise  eligible  is  not  ineligible 
because  it  satisfies  a  requirement  for  a 
degree  or  certificate. 

(42  U.S.C.  2753) 

§  675.24  Establishment  of  wage  rates 
under  CWS. 

(a)  Wage  rate.  (1)  Except  as  provided 
in  subparagraph  (2)  of  this  paragraph, 
CWS  compensation  must  be  computed 
on  an  hourly  wage  basis  for  actual  time 
on  the  job.  Fringe  benefits  may  not  be 
counted  as  part  of  the  wage  rate.  An 
institution  may  not  pay  a  student  a 
salary,  commission,  or  fee. 

(2)  An  institution  may  pay  a  graduate 
student  it  employs  a  salary  or  on  an 
hourly  wage  basis,  in  accordance  with 
its  usual  practices. 

(b)  Minimum  wage  rate.  The  minimum 
wage  rate  for  a  student  employee  under 
the  CWS  program  is  the  current 
minimum  wage  rate  required  under 
section  6(a)  of  the  Fair  Labor  Standards 
Act  of  1938. 

(42  U.S.C.  2753) 


board  during  vacation  periods,  except  as 
provided  in  paragraph  (c). 

(2)  If  a  student  is  on  an  academic  year 
budget,  job  related  costs,  including  room 
and  board  during  a  vacation  period,  are 
the  lesser  of — 

(i)  $300;  or 

(ii)  20%  of  net  earnings. 

(3)  If  all  reasonably  available  jobs 
during  the  vacation  period  require  the 
student  to  exceed  the  job  related  limits 

.  in  subparagraph  (2),  the  institution  may 
allow  a  higher  limit  up  to  the  lesser  of — 

(i)  $600;  or 

(ii)  40%  of  net  earnings. 

(c)  12-month  budget.  An  institution 
may  compute  a  student’s  budget  for  an 
academic  year  or  for  12  months.  If  the 
institution  uses  a  12  month  budget — 

(1)  The  student’s  room  and  board 
costs  for  the  entire  12  months  are  a  cost 
of  attendance  rather  than  job  related 
costs;  and 

(2)  The  institution  must  compute  the 
student’s  expected  family  contribution 
on  a  12-month  basis. 

(42  U.S.C.  2753) 

§  675.26  CWS  Federal  share  limitations. 

(a) (1)  The  Federal  share  of  CWS 
compensation  paid  to  a  student  may  not 
exceed  80%,  unless  the  Secretary 
approves  a  higher  share  (see  paragraph 
(e))- 

(2)  An  institution  may  not  use  CWS 
funds  to  pay  a  student  after  he  or  she 
has  earned  $200  over  his  or  her  financial 
need. 

(b)  The  institution  may  NOT  include 
the  following  when  determining  the 
Federal  share: 

(1)  Fringe  benefits  such  as  paid  sick 
days,  paid  vacations,  or  paid  holidays. 

(2)  The  employer’s  share  of  social 
security,  workmen’s  compensation, 
retirement,  or  any  other  welfare  or 
insurance  program  that  the  employer 
must  pay  on  account  of  the  student 
employee. 

(c)  Either  the  institution  or  the 
student’s  employer  may  pay  a  student 
employed  off-campus.  The  employment 
agreement  between  the  institution  and 
the  employing  agency  or  organization 
may  require  the  employer  to  pay — 

(1)  The  non-Federal  share  of  the 
student  earnings; 

(2)  Required  employer  costs  such  as 
the  employer’s  share  of  social  security 
or  workmen’s  compensation;  and 

(3)  The  institution’s  administrative 
costs  not  already  paid  from  the 
institution's  administrative  cost 
allowance. 

(d)  If  an  institution  receives  more 
money  under  an  employment  agreement 
from  an  off-campus  employer  than 
required  employer  costs,  its  non-Federal 


share,  and  its  CWS  administrative  costs, 
excess  funds  must  be — 

(1)  Used  to  reduce  the  Federal  share 
on  a  dollar-for-dollar  basis; 

(2)  Held  in  trust  for  off-campus 
student  employment  next  year;  or 

(3)  Refunded  to  the  off-campus 
employer. 

(e)(1)  The  Secretary  may  approve  a 
Federal  share  greater  than  80%  of  CWS 
compensation  if  the  institution — 

(1)  Is  designated  a  “developing 
institution  of  higher  education"  under  34 
CFR  Part  624;  or 

(ii)  Proves  that  at  least  50%  of  its 
students  who  are  at  least  half-time 
students  have  parents  whose  annual 
adjusted  gross  income  is  less  than  $7,500 
a  year. 

(2)  The  Secretary  pays  a  100%  Federal 
share  for  that  part  of  CWS 
compensation  that  exceeds — 

(1)  The  amount  of  CWS  compensation 
paid  to  students  during  the  1975-1976 
award  years;  or 

(ii)  An  amount  the  Secretary  specifies 
for  institutions  not  participating  in  the 
CWS  program  during  the  1975-1976 
award  year. 

(3)  An  institution,  in  order  to  receive  a 
Federal  share  of  more  than  80%  for  an 
award  year,  must  indicate  its  intent  to 
request  the  additional  funds  as  part  of 
its  regular  funding  application  for  that 
year. 

(42  U.S.C.  2753  and  20  U.S.C.  1055) 

§  675.27  Nature  and  source  of  institutional 
share. 

(a) (1)  An  institution  may  use  any 
resource  available  to  it,  except  funds 
allocated  under  the  CWS  program,  to 
pay  the  institutional  share  of  CWS 
compensation  to  its  students.  The 
institutional  share  may  be  paid  in  the 
form  of  services  and  equipment,  e.g., 
tuition,  room,  board,  and  books. 

(2)  The  institution  must  document  all 
amounts  claimed  as  non-cash 
contributions. 

(3)  Non-cash  compensation  may  not 
include  forgiveness  of  a  charge  assessed 
solely  because  of  a  student’s 
employment  under  the  CWS  program. 

(b)  A  school  may  not  solicit  or  accept 
fees,  commissions,  contributions,  or  gifts 
as  a  condition  for  CWS  employment,  nor 
permit  any  organization  with  which  it 
has  an  employment  agreement  to  do  so. 
(42  U.S.C.  2753.) 

§  675.28  Community  Service  Learning 
Program. 

(a)(1)  From  its  allocation  under  the 
CWS  program,  an  institution  may 
employ  its  students  in  a  Community 
Service  Learning  Program  designed  to 
develop,  improve  or  expand  services  for 
low-income  individuals  and  families,  or 


§  675.25  Earnings  applied  to  cost  of 
attendance. 

(a)  Attribution.  (1)  The  institution 
determines  the  amount  of  earnings  from 
a  CWS  job  to  be  applied  to  a  student’s 
cost  of  attendance  (attributed  earnings) 
by  subtracting  taxes  and  job  related 
costs  from  the  student’s  gross  earnings. 

(2)  If  a  student  is  employed  under 
CWS  during  a  vacation  or  other  period 
when  he  or  she  is  not  attending  classes, 
the  institution  applies  the  attributed 
earnings  to  the  cost  of  attendance  for 
the  next  period  of  enrollment  except  as 
specified  in  paragraph  (c). 

(b)  Job  related  costs.  (1)  Job  related 
costs  are  costs  the  student  incurs 
because  of  his  or  her  job.  Examples  are 
uniforms  and  transportation  to  and  from 
work.  Another  example  is  room  and 
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to  solve  particular  problems  related  to 
the  needs  of  low-income  individuals. 

(2)  All  the  provisions  of  this  part 
governing  the  employment  of  students 
are  applicable  to  the  Community  Service 
Learning  Program. 

(b)  A  Community  Service  Learning 
Program  is  a  program  of  student  work 
that — 

(1)  Provides  tangible  community 
services  for  or  on  behalf  of  low-income 
individuals;  and 

(2)  Provides  students  with  work- 
learning  opportunities  related  to  their 
educational  or  vocational  programs  or 
goals. 

(c)  As  used  in  this  section — 

(1)  Low-income  individual  means  an 
individual  from  a  family  whose  taxable 
income  for  the  preceding  year  did  not 
exceed  150  percent  of  an  amount  equal 
to  the  poverty  level  determined  by  using 
criteria  of  poverty  established  by  the 
Bureau  of  the  Census. 

(2)  Community  services  means  direct 
service,  or  planning  or  applied  research 
activities,  designed  to — 

(i)  improve  the  quality  of  life  for 
community  residents,  particularly  low- 
income  individuals,  or 

(ii)  solve  particular  problems  relating 
to  the  needs  of  low-income  individuals. 

(3)  Community  services  may  include 
activities  related  to  such  fields  as  health 
care,  education,  welfare,  social  services, 
public  safety,  crime  prevention  and 
control,  transportation,  recreation, 
housing  and  neighborhood  improvement, 
rural  development  and  community 
improvement. 

(42  U.S.C.  2756b) 

Subpart  B— Job  Location  and 
Development  Program 

§  675.31  Purpose. 

The  purpose  of  the  job  location  and 
development  program  is  to  expand  off- 
campus  job  opportunities  for  students 
enrolled  in  eligible  institutions  of  higher 
education  who  want  jobs,  regardless  of 
their  financial  need. 

(42  U.S.C.  2756a.) 

§  675.32  Federal  contribution  allowed. 

To  create  a  job  location  and 
development  project  or  expand  an 
existing  one,  an  institution  may  use, 
from  its  CWS  allocation  for  each  award 
year,  the  lesser  of — 

(a)  10%;  or 

(b)  $25,000. 

(42  U.S.C.  2756a.) 

§  675.33  Allowable  costs. 

(a)  Costs  reasonably  related  to 
carrying  out  a  CWS  job  location  and 
development  project  are  allowable. 


(b)  Costs  related  to  the  purchase, 
construction,  or  alteration  of  physical 
facilities  or  indirect  administrative  costs 
are  NOT  allowable. 

(42  U.S.C.  2756a.) 

§  675.34  Federal  share  of  allowable  costs. 

An  institution  may  use  Federal  funds 
allowed  it  under  §  675.32  for  a  job 
location  and  development  project  to  pay 
up  to  80%  of  allowable  costs. 

(42  U.S.C.  2756a.) 

§  675.35  Institutional  share. 

An  institution’s  share  of  allowable 
costs  may  be  in  cash  or  in  the  form  of 
services.  However,  the  institution  may 
not  use  Federal  funds  as  the  institution’s 
share  of  its  job  location  and 
development  project.  The  institution 
must  keep  records  documenting  the 
amount  and  source  of  its  share. 

(42  U.S.C.  2756a.) 

§  675.36  Multi-institutional  job  location 
and  development  project;  arrangements 
with  nonprofit  organizations. 

(a)  Institutions  participating  in  CWS 
may  enter  into  a  cooperative 
arrangement  to  establish  and  operate  a 
job  location  and  development  project  for 
their  students. 

(b)  An  institution  participating  in 
CWS  may,  separately  or  in  combination 
with  other  participating  institutions, 
arrange  for  a  nonprofit  organization  to 
establish  and  operate  a  job  location  and 
development  project  for  the  institution's 
students.  The  nonprofit  organization, 
however,  must  have  professional 
direction  and  staff. 

(c)  Each  institution  must  sign  a 
written  agreement  with  all  other 
institutions  in  the  cooperative 
arrangement  or  with  the  nonprofit 
organization  acting  on  its  behalf.  The 
agreement  must — 

(1)  Designate  the  administrator  of  the 
job  location  and  development  project; 

(2)  Specify  the  terms,  conditions,  and 
performance  standards  of  the  project; 
and 

(3)  Provide  for  an  audit,  as  required  in 
paragraph  (d)  of  this  section. 

(d)  The  administrator  of  a  cooperative 
arrangement  or  the  nonprofit 
organization  operating  a  project  on  an 
institution’s  behalf,  must  provide — 

(1)  For  an  audit,  as  required  in 
§  675.19(d);  and 

(2)  One  copy  of  the  audit  report  to 
each  participating  institution. 

(e)  Each  institution  retains 
responsibility  for  the  proper 
disbursement  of  its  Federal  funds 
administered  through  a  cooperative 
arrangement  or  by  a  nonprofit 
organization. 


(42  U.S.C.  2756a) 

§  675.37  Restrictions. 

A  job  location  and  development 
project  may  not — 

(a)  Locate  or  develop  jobs  for  any 
institution; 

(b)  Locate  or  develop  jobs  for  students 
upon  graduation; 

(c)  Displace  employees;  or 

(d)  Impair  existing  contracts  for 
services. 

(42  U.S.C.  2756a) 

§  675.38  Agreement. 

(a)  A  CWS-participating  institution,  to 
establish  or  expand  a  job  location  and 
development  project,  must  enter  into  an 
agreement  with  the  Secretary. 

(b)  The  agreement  must  provide — 

(1)  That  the  Federal  share  of  the 
project’s  cost  not  exceed  80%; 

(2)  That  the  institution  submit  to  the 
Secretary  an  annual  report  on  the  use  of 
the  funds  and  an  evaluation  of  the 
project’s  effectiveness  in  benefiting  the 
institution’s  students;  and 

(3)  Satisfactory  assurances  that — 

(i)  The  institution  will  not  use  project 
funds  to  develop  jobs  at  the  institution; 

(ii)  The  institution  will  continue  to 
spend  in  its  own  job  location  and 
development  project  (from  sources  other 
than  CWS  funds)  in  each  award  year  at 
least  Va  of  its  expenditures  for  locating 
jobs  for  its  students  during  the  3  most 
recent  fiscal  years  preceding  the  date  of 
the  agreement; 

(iii)  The  institution  will  use  project 
funds  to  locate  and  develop  jobs  for 
students  during  and  between  periods  of 
attendance  at  the  institution,  NOT  upon 
graduation; 

(iv)  The  project  will  not  displace 
employees  or  impair  existing  service 
contracts; 

(v)  Project  funds  can  realistically  be 
expected  to  generate  total  student 
wages  exceeding  the  total  amount  of  the 
Federal  funds  spent  under  this  subpart; 
and 

(vi)  If  the  institution  uses  Federal 
funds  to  contract  with  another 
organization,  suitable  performance 
standards  will  be  part  of  that  contract. 
(42  U.S.C.  2756a) 

§  675.39  Maintenance  of  effort 

(a)  An  institution  must  continue  to 
spend  in  each  award  year  on  its  own  job 
location  and  development  project  (from 
sources  other  than  CWS  funds)  at  least 
%  of  its  expenditures  for  locating  jobs 
for  its  students  during  the  3  most  recent 
fiscal  years  preceding  the  date  of  its 
agreement  with  the  Secretary. 

(b)  An  institution’s  “own  job  location 
and  development  project”  includes  any 
expenditures  of  institutional  funds  to 
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create  off-campus  jobs  for  enrolled 
students.  This  includes  costs  for  staff 
salaries,  travel,  printing  and  mailing, 
telephone  calls,  and  project  equipment 
furnished  by  the  institution. 

(42  U.S.C.  2756a) 

§  675.40  Procedures  and  records. 

Procedures  and  records  concerning 
the  administration  of  a  job  location  and 
development  project  established  and 
operated  under  this  subpart  are 
governed  by  applicable  provisions  of 
§  675.19. 

(42  U.S.C.  2756a) 

§  675.41  Termination  and  suspension. 

(a)  If  the  Secretary  terminates  or 
suspends  an  institution’s  CWS  project, 
the  action  also  applies  to  the 
institution’s  job  location  and 
development  project. 

(b)  The  Secretary  pays  an  institution’s 
financial  obligations  incurred  and 
allowable  before  the  termination  but  not 
incurred — 

(1)  During  a  suspension;  or 

(2)  In  anticipation  of  a  suspension. 

(c)  However,  the  institution  must 
cancel  as  many  outstanding  obligations 
as  possible. 

(42  U.S.C.  2756a) 

Appendix  k.— Allotments  of  Funds  to  States  for 
Fiscal  Year  1972 


Alabama _ ...  $5,802,379 

Alaska . .  222,401 

Arizona _ 2,163,160 

Arkansas _ _ _ 3,357,696 

California _ _ _ _ _ _ _  1 9,625,3 1 1 

Colorado _ 2.643,202 

Connecticut _ _  2,537,476 

Delaware . 520,542 

District  of  Columbia. _ _ 1,110.472 

Florida.- . 6,830,771 

Georgia _ _ 6.390.308 

Hawaii _ _ 796,559 

Idaho - -  899,577 

Illinois _  10,371,320 

Indiana _ _ 5,396,896 

Iowa _ - . . .  3,925,939 

Kansas . . . . . _... . .  2,844,022 

Kentucky _ _  4,770.515 

Louisiana . - . . . . . .  5,759,805 

Maine . 1,156,396 

Maryland -  3,549,625 

Massachusetts . £.863,354 

Michigan . - . . . . . -  9,157,777 

Minnesota _  4,773,195 

Mississippi _ _  4,885,174 

Missouri . - . . .  5,420,293 

Montana _ _ _ 933,670 

Nebraska _  2,015,607 

Nevada .  335,527 

New  Hampshire . . . . .  767,1 14 

New  Jersey . . .  5,1 1 1 ,397 

New  Mexico . . 1,548.112 

New  York . 16,923,121 

North  Carolina _  8,181,440 

North  Dakota . . . 1,067,895 

Ohio .  10,424,770 

Oklahoma -  8,522,127 

Oregon - - -  2,40 1 ,584 

Pennsylvania _ _ _ _ _ _  1 2,087,462 

Rhode  Island . 995,991 

South  Carolina .  4,483,023 

South  Dakota _ _ 1,185,126 

Tennessee _ 5,964,544 

Texas . 14,171,730 

Utah . 1,532,910 

Vermont _ 613,709 

Virginia -  5,605,999 

Washington . . . 3,641,590 


Appendix  A .—Allotments  of  Funds  to  States  for 
Fiscal  Year  1972—  Continued 

West  Virginia _ _ _  2.934.1 88 

Wisconsin .  5,012.671 

Wyoming . 416,528 

Outlying  areas  1 . - .  4,748,000 


Total . . . . . .  237,400,000 


1  Outlying  areas  include  Puerto  Rico.  Virgin  Islands,  Guam. 
American  Samoa,  and  Trust  Territory  of  the  Pacific  Islands. 

Appendix  B. — Model  Off-Campus  Agreement 

(The  paragraphs  below  are  suggested  as 
models  for  the  development  of  a  written 
agreement  between  an  institution  of  higher 
education  and  a  Federal,  State,  or  local 
public  agency  or  private  nonprofit 
organization  which  employs  students 
participating  in  the  college  work-study 
program.  Institutions  and  agencies  or 
organizations  may  devise  additional  or 
substitute  paragraphs  which  are  not 
inconsistent  with  the  statute  or  regulations.) 

This  agreement  is  entered  into  between  — 

- ,  hereinafter  known  as  the 

“Institution,"  and - , 

hereinafter  known  as  the  “Organization,”  a 
(Federal,  State,  or  local  public  agency), 
(private  nonprofit  organization),  (strike  one), 
for  the  purpose  of  providing  work  to  students 
eligible  for  the  College  Work-Study  Program 
(CWS). 

Schedules  to  be  attached  to  this  agreement 
from  time  to  time  must  be  signed  by  an 
authorized  official  of  the  institution  and  the 
organization  and  must  set  forth — 

(1)  brief  descriptions  of  the  work  to  be 
performed  by  students  under  this  agreement; 

(2)  the  total  number  of  students  to  be 
employed; 

(3)  the  hourly  rates  of  pay;  and 

(4)  the  average  number  of  hours  per  week 
each  student  will  be  used. 

These  schedules  will  also  state  the  total 
length  of  time  the  project  is  expected  to  run, 
the  total  percent,  if  any,  of  student 
compensation  that  the  organization  will  pay 
to  the  institution,  and  the  total  percent,  if  any, 
of  the  cost  of  employers’  payroll  contribution 
to  be  borne  by  the  organization.  The 
institution  will  inform  the  organization  of  the 
maximum  number  of  hours  per  week  a 
student  may  work. 

Students  will  be  made  available  to  the 
organization  by  the  institution  to  perform 
specific  work  assignments.  Students  may  be 
removed  from  work  on  a  particular 
assignment  or  from  the  organization  by  the 
institution,  either  on  its  own  initiative  or  at 
the  request  of  the  organization.  The 
organization  agrees  that  no  student  will  be 
denied  work  or  subjected  to  different 
treatment  under  this  agreement  on  the 
grounds  of  race,  color,  national  origin,  or  sex. 
It  further  agrees  that  it  will  comply  with  the 
provisions  of  the  Civil  Rights  Act  of  1964 
(Pub.  L.  88-352;  78  Stat.  252)  and  Title  IX  of 
the  Education  Amendments  of  1972  (Pub.  L. 
92-318)  and  the  Regulations  of  the 
Department  of  Education  which  implement 
those  Acts. 

(Where  appropriate  any  of  the  following  3 
paragraphs  or  other  provisions  may  be 
included.) 

(1)  Transportation  for  students  to  and  from 
their  work  assignments  will  be  provided  by 


the  organization  at  its  own  expense  and  in  a 
manner  acceptable  to  the  institution. 

(2)  Transportation  for  students  to  and  from 
their  work  assignments  will  be  provided  by 
the  institution  at  its  own  expense. 

(3)  Transportation  for  students  to  and  from 
their  work  assignments  will  not  be  provided 
by  either  the  institution  or  the  organization. 

(Whether  the  institution  or  the  organization 
will  be  considered  the  employer  of  the 
students  covered  under  the  agreement 
depends  upon  the  specific  arrangement  as  to 
the  type  of  supervision  exercised  by  the 
organization.  It  is  advisable  to  include  some 
provision  to  indicate  the  intent  of  the  parties 
as  to  who  is  considered  the  employer.  As 
appropriate,  one  of  the  following  two 
paragraphs  may  be  included.) 1 

(1)  The  institution  is  considered  the 
employer  for  purposes  of  this  agreement.  It 
has  the  ultimate  right  to  control  and  direct 
the  services  of  the  student  for  the 
organization.  It  also  has  the  responsibility  to 
determine  that  the  students  meet  the 
eligibility  requirements  for  employment  under 
the  college  work-study  program,  to  assign 
students  to  work  for  the  organization,  and  to 
determine  that  the  students  do  perform  their 
work  in  fact.  The  organization’s  right  is 
limited  to  direction  of  the  details  and  means 
by  which  the  result  is  to  be  accomplished. 

(2)  The  organization  is  considered  the 
employer  for  purposes  of  this  agreement.  It 
has  the  right  to  control  and  direct  the  services 
of  the  student,  not  only  as  to  the  result  to  be 
accomplished,  but  also  as  to  the  means  by 
which  the  result  is  to  be  accomplished.  The 
institution  is  limited  to  determining  that  the 
students  meet  the  eligibility  requirements  for 
employment  under  the  college  work-study 
program,  to  assigning  students  to  work  for  the 
organization,  and  to  determining  that  the 
students  do  perform  their  work  in  fact. 

(Wording  of  the  following  nature  may  be 
included,  as  appropriate,  to  locate 
responsibility  for  payroll  disbursements  and 
payment  of  employers’  payroll  contributions.) 

Compensation  of  students  for  work 
performed  on  a  project  under  this  agreement 
will  be  disbursed — and  all  payments  due  as 
an  employer’s  contribution  under  State  or 
local  workmen’s  compensation  laws,  under 
Federal  or  State  social  security  laws,  or 
under  other  applicable  laws,  will  be  made — 
by  the  (organization)  (institution)  (strike  one). 

(Where  appropriate  any  of  the  following 
paragraphs  may  be  included.) 

(1)  At  times  agreed  upon  in  writing,  the 
organization  will  pay  to  the  institution  an 
amount  calculated  to  cover  the  organization’s 
share  of  the  compensation  of  students 
employed  under  this  agreement. 


1  It  should  be  noted  that  although  the  following 
paragraphs  attempt  to  fix  the  identity  of  the 
employer,  they  will  not  necessarily  be 
determinative  if  the  actual  facts  indicate  otherwise. 
Additional  wording  which  specifies  the  employer’s 
responsibility  in  case  of  injury  on  the  job  may  also 
be  advisable,  since  Federal  funds  are  not  available 
to  pay  for  hospital  expenses  or  claims  in  case  of 
injury  on  the  job.  In  this  connection  it  may  be  of 
interest  that  one  or  more  insurance  firms  in  at  least 
one  State  have  in  the  past  been  willing  to  write  a 
workmen's  compensation  insurance  policy  which 
covers  a  student's  injury  on  the  job  regardless  of 
whether  it  is  the  institution  or  the  organization 
which  is  ultimately  determined  to  have  been  the 
student's  employer  when  he  or  she  was  injured. 
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(2)  In  addition  to  the  payment  specified  in 
paragraph  (1)  above,  at  times  agreed  upon  in 
writing,  the  organization  will  pay,  by  way  of 
reimbursement  to  the  institution,  or  in 
advance,  an  amount  equal  to  any  and  all 
payments  required  to  be  made  by  the 
institution  under  State  or  local  workmen’s 
compensation  laws,  or  under  Federal  or  State 
social  security  laws,  or  under  any  other 
applicable  laws,  on  account  of  students 
participating  in  projects  under  this 
agreement. 

(3)  At  times  agreed  upon  in  writing,  the 
institution  will  pay  to  the  organization  an 
amount  calculated  to  cover  the  Federal  share 
of  the  compensation  of  students  employed 
under  this  agreement  and  paid  by  the 
organization.  Under  this  arrangement  the 
organization  will  furnish  to  the  institution  for 
each  payroll  period  the  following  records  for 
review  and  retention: 

(a)  Time  reports  indicating  the  total  hours 
worked  each  week  and  containing  the 
supervisor's  certification  as  to  the  accuracy 
of  the  hours  reported  and  of  satisfactory 
performance  on  the  part  of  the  students; 

(b)  A  payroll  form  identifying  the  period  of 
work,  the  name  of  each  student,  each 
student’s  hourly  wage  rate,  the  number  of 
hours  each  student  worked,  each  student’s 
gross  pay,  all  deductions  and  net  earnings, 
and  the  total  Federal  share  applicable  to  each 
payroll; 2  and 

(c)  Documentary  evidence  that  students 
received  payment  for  their  work,  such  as 
photographic  copies  of  cancelled  checks. 

3.  Part  676  of  Title  34  of  the  Code  of 
Federal  Regulations  is  revised  to  read  as 
follows: 

PART  676— SUPPLEMENTAL 
EDUCATIONAL  OPPORTUNITY  GRANT 
PROGRAM 

Note. — An  asterisk  (*)  indicates  provisions 
that  are  common  to  Parts  674,  675,  and  676. 
The  use  of  asterisks  will  assure  participating 
institutions  that  a  provision  of  one  regulation 
is  identical  to  the  corresponding  provisions  in 
the  other  two. 

Sec. 

676.1  Purpose  and  identification  of  common 
provisions. 

676.2  Definitions. 

676.3  Apportionment  and  reapportionment. 

676.4  Allocation,  reallocation,  and  payment 
to  institutions. 

676.5  Application. 

676.6  Funding  procedures. 

676.7  Application  review — approval  of 
request. 

676.8  Institutional  agreement. 

676.9  Student  eligibility. 

676.10  Special  sessions. 

*676.11  Cost  of  attendance. 

*676.12  Expected  family  contribution. 
*676.13  Approved  need  analysis  systems. 
*676.14  Coordination  of  student  financial 

aid  programs,  award  amount,  and 
overaward. 


2  These  forms,  when  accepted,  must  be 
countersigned  by  the  institution  as  to  hours  worked 
and  satisfactory  performance,  as  well  as  to  the 
accuracy  of  the  total  Federal  share  which  is  to  be 
reimbursed  to  the  off-campus  organization. 


Sec. 

676.15  Coordination  with  BIA  grants. 

676.16  Payment  of  grant. 

*676.17  Federal  interest  in  allocated  funds. 

676.18  Use  of  funds. 

676.19  Fiscal  procedures  and  records. 

676.20  Maintenance  of  effort. 

676.21  Transfer  of  funds. 

676.22  Duration  of  student  eligibility. 

676.23  Types  of  grant  awards. 

676.24  Amount  of  grant. 

Appendix  A — Allotment  of  funds  to  States 
for  fiscal  year  1972. 

Authority:  Sec.  413A-413D  of  Title  IV-A-2 
ofHEA,  Pub.  L.  89-329. 

(20  U.S.C.  1070b-1070b-3),  unless  otherwise 
noted. 

§  676.1  Purpose,  and  identification  of 
common  provisions. 

(a)  The  Supplemental  Educational 
Opportunity  Grant  Program  (SEOG) 
awards  grants  to  students  with  financial 
need  attending  institutions  of  higher 
education  to  help  meet  their  costs  of 
postsecondary  education. 

*(b)  Provisions  in  these  regulations 
that  are  common  to  all  campus-based 
regulations  are  identified  with  an 
asterisk. 

§676.2  Definitions. 

The  following  definitions  are  set  forth 
Ih  Subpart  A  of  the  Student  Assistance 
General  Provisions,  34  CFR  Part  668, 
Subpart  A: 

Ability  to  Benefit; 

Institution  of  higher  education 
(including  Public  or  Private  nonprofit 
institution  of  higher  education, 
proprietary  institution  of  higher 
education,  and  postsecondary 
vocational  institution); 

One-year  training  program; 
Recognized  equivalent  of  a  high 
school  diploma;  and 
Six-month  training  program. 

,  Other  definitions  used  in  this  part  are: 

* Academic  year:  A  period  of  time  in 
which  a  full-time  student  is  expected  to 
complete — 

(a)  The  equivalent  of  at  least  2 
semesters,  2  trimesters,  or  3  quarters  at 
an  institution  using  credit  hours;  or 

(b)  At  least  900  clock  hours  of  training 
for  each  program  at  an  institution  using 
clock  hours. 

Act:  Title  IV-A-2  of  the  Higher 
Education  Act  of  1965  (HEA). 

*  Award  year:  The  period  of  time 
between  July  1  of  one  year  and  June  30 
of  the  following  year. 

*  Campus  Based  Programs:  (a)  The 
National  Direct  Student  Loan  Program 
(NDSL-34  CFR  Part  674): 

(b)  The  College  Work-Study  Program 
(CWS-34  CFR  Part  675);  and 

(c)  The  Supplemental  Educational 
Opportunity  Grant  Program  (SEOG-34 
CFR  Part  676). 


*  Clock  Hour:  The  equivalent  of  — 

(a)  A  50  to  60  minute  class,  lecture,  or 
recitation;  or 

(b)  A  50  to  60  minute  faculty 
supervised  laboratory,  shop  training,  or 
internship. 

College  Work-Study  Program  (CWS): 
The  part-time  employment  program  for 
students  authorized  by  Title  IV-C  of  the 
HEA. 

(42  U.S.C.  2751-2756b) 

Continuing  grant:  A  Supplemental 
Grant  that  follows  and  continues  an 
initial  grant  (see  initial  grant). 

*  Dependent  student:  A  student  who 
does  not  qualify  as  an  independent 
student  (see  independent  student). 

Eligible  Program:  An  undergraduate 
program  of  education  or  training  that — 

*(a)  Admits  as  regular  students  only 
persons  who — 

(1)  Have  a  high  school  diploma; 

(2)  Have  a  General  Education 
Certificate  (GED)  or  a  state  certificate 
received  after  passing  a  State  authorized 
examination  which  the  State  recognizes 
as  the  equivalent  of  a  high  school 
diploma;  or 

(3)  Are  beyond  the  age  of  compulsory 
school  attendance  in  the  State  in  which 
the  institution  is  located,  and  have  the 
ability  to  benefit  from  the  education  or 
training  offered. 

(b)(1)  Leads  to  a  bachelor,  associate, 
or  undergraduate  professional  degree; 

(2)  Is  at  least  a  2  year  program  that  is 
acceptable  for  full  credit  toward  a 
bachelor  degree; 

(3)  Is  at  least  a  1  year  program  leading 
to  a  certificate  or  degree  that  prepares  a 
student  for  gainful  employment  in  a 
recognized  occupation;  or 

(4)  Is,  for  a  proprietary  institution  or  a 
postsecondary  vocational  institution,  at 
least  a  six-month  program  leading  to  a 
certificate  or  degree  which  prepares 
students  for  gainful  employment  in  a 
recognized  occupation. 

*  Expected  family  contribution:  The 
amount  a  student  and  his  or  her  spouse 
and  family  are  expected  to  pay  toward 
his  or  her  cost  of  attendance. 

*  Financial  need:  The  difference 
between  a  student’s  cost  of  attendance 
and  his  or  her  expected  family 
contribution. 

*  Guaranteed  Student  Loan  Program 
(GSL):  The  student  loan  program 
authorized  by  Title  IV-B  of  the  HEA. 

(20  U.S.C.  1071  et  seq.)  ' 

*  Half-time  student:  An  enrolled 
student  who  is  carrying  a  half-time 
academic  work  load  as  determined  by 
the  institution  according  to  its  own 
standards  and  practices.  However,  the 
institution’s  half-time  standards  must 
equal  or  exceed  the  equivalent  of  the 
following  minimum  requirements: 
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(a)  6  semester  hours  or  6  quarter  hours 
per  academic  term  in  an  institution 
using  standard  semester,  trimester,  or 
quarter  systems. 

(b)  12  semester  hours  or  18  quarter 
hours  per  academic  year  for  an 
institution  using  standard  credit  hours  to 
measure  progress,  but  not  using  a 
standard  semester,  trimester,  or  quarter 
system,  or  the  prorated  equivalent  for  a 
program  of  less  than  1  year. 

(c)  12  clock  hours  per  week  for  an 
institution  using  clock  hours. 

(d)  12  hours  of  preparation  per  week 
for  a  student  enrolled  in  a  program  of 
study  by  correspondence. 

Independent  student  (effective 
through  June  30, 1981): 

(a)  A  student  who  for  1979  and  1980 — 

(lj  Has  not  been  claimed  and  will  not 

be  claimed  as  an  exemption  for  Federal 
income  tax  purposes  by  his  or  her 
parent(s); 

(2)  Has  not  received  and  will  not 
recieve  financial  assistance  of  more 
than  $750  in  each  year  from  his  or  her 
parent(s);  and 

(3)  Has  not  lived  and  will  not  live  for 
more  than  six  weeks  in  each  year  in  the 
home  of  his  or  her  parent(s). 

(b)  If  a  student’s  mother  and  father 
are  divorced  or  separated,  only  one 
parent  will  be  considered  to  be  the 
parent  of  the  student  for  purposes  of 
applying  the  criteria  in  paragraph  (a)  of 
this  section.  To  determine  that  parent — 

(1)  Choose  the  parent  with  whom  the 
student  resided  for  the  greater  portion  of 
the  12  month  period  preceding  the  date 
of  application  to  have  an  expected 
family  contribution  determined  under  an 
approved  need  analysis  system. 

(2)  If  the  preceding  criterion  does  not 
apply,  choose  the  parent  who  provided 
the  greater  portion  of  the  student’s 
support  for  the  12  month  period 
preceding  the  date  of  application  to 
have  an  expected  family  contribution 
determined  under  an  approved  need 
analysis  system. 

(3)  If  neither  of  the  preceding  criteria 
apply,  choose  the  parent  who  provided 
the  greater  support  for  the  period 
commencing  January  1  of  the  calendar 
year  which  immediately  precedes  the 
first  calendar  year  of  the  award  period 
and  ending  12  months  prior  to  the  date 
of  application  to  have  an  expected 
family  contribution  determined  under  an 
approved  need  analysis  system. 

(c)  If  either  of  the  parents  have  died, 
the  institution  shall  consider  only  the 
surviving  parent  as  the  parent  of  the 
student  for  purposes  of  applying  the 
criteria  in  paragraph  (a)  of  this 
definition.  If  both  parents  have  died,  the 
institution  shall  not  consider  either 
parent. 


*  Independent  student  (effective  July  1, 
1981  through  June  30, 1982): 

(a)  A  student  who  for  1980  and  1981 — 

(1)  Has  not  been  claimed  and  will  not 
be  claimed  as  an  exemption  for  Federal 
income  tax  purposes  by  his  or  her 
parent(s); 

(2)  Has  not  received  and  will  not 
receive  financial  assistance  of  more 
than  $1,000  in  each  year  from  his  or  her 
parent(s);  and 

(3)  Has  not  lived  and  will  not  live  for 
more  than  six  weeks  in  each  year  in  the 
home  of  his  or  her  parent(s). 

(b)  If  a  student’s  mother  and  father 
are  divorced  or  separated,  only  one 
parent  will  be  considered  to  be  the 
parent  of  the  student  for  purposes  of 
applying  the  the  criteria  in  paragraph  (a) 
of  this  section.  To  determine  that 
parent — 

(1)  Choose  the  parent  with  whom  the 
student  resided  for  the  greater  portion  of 
the  12-month  period  preceding  the  date 
of  application  to  have  an  expected 
family  contribution  determined  under  an 
approved  need  analysis  system. 

(2)  If  the  preceding  criterion  does  not 
apply,  choose  the  parent  who  provided 
the  greater  portion  of  the  student’s 
support  for  the  12-month  period 
preceding  the  date  of  application  to 
have  an  expected  family  contribution 
determined  under  an  approved  need 
analysis  system. 

(3)  If  neither  of  the  preceding  criteria 
apply,  choose  the  parent  who  provided 
the  greater  support  for  the  period 
commencing  January  1  of  the  calendar 
year  which  immediately  precedes  the 
first  calendar  year  of  the  award  period 
and  ending  12  months  prior  to  the  date 
of  application  to  have  an  expected 
family  contribution  determine  under  an 
approved  need  analysis  system. 

(c)  If  either  of  the  parents  have  died, 
the  institution  shall  consider  only  the 
surviving  parent  as  the  parent  of  the 
student.  If  both  parents  have  died,  the 
institution  shall  not  consider  either 
parent. 

Initial  grant:  The  first  SEOG  awarded 
and  paid  to  a  student  by  any  institution 
for  either — 

(a)  An  academic  yean  or 

(b)  A  portion  of  an  academic  year  if 
the  student  was  not  enrolled  for  the 
entire  year. 

*  Legal  guardian:  An  individual 
appointed  by  a  court  to  be  a  legal 
guardian  of  a  person  and  who  is 
specifically  required  by  the  court  to  use 
his  or  her  own  financial  resources  to 
support  that  person. 

National  Direct  Student  Loan 
Program  (NDSL):  The  student  loan 
program  authorized  by  Title  IV-E  of  the 
HEA. 

(20  U.S.C.  1087aa-1087ii) 


*  National  of  the  United  States:  A 
citizen  of  the  United  States  or  a 
noncitizen  who  owes  permanent 
allegiance  to  the  United  States. 

(8  U.S.C.  1101(a)(22)) 

*  Nonprofit  institution:  An  institution 
owned  and  operated  by  one  or  more 
nonprofit  corporations  or  associations 
where  no  part  of  the  net  earnings  of  the 
institution  benefits  any  private 
shareholder  or  individual. 

(20  U.S.C.  1141(c)) 

*  Parent:  Parent  means  the  student’s 
mother,  fathetf,  or  legal  guardian.  An 
adoptive  parent  is  considered  to  be  the 
student’s  mother  or  father. 

*  Parent  Loans  for  Undergraduate 
Students  Program  (PLUS):  The  parent 
loan  program  authorized  by  Title  IV-B 
of  the  HEA. 

*  Payment  period:  A  semester, 
trimester,  or  quarter.  For  an  institution 
not  using  those  academic  periods,  it  is 
the  period  between  the  beginning  and 
the  midpoint  or  between  the  midpoint 
and  the  end  of  an  academic  year. 

*Pell  Grant  Program:  The  grant 
program,  formerly  known  as  the  Basic 
Educational  Opportunity  Grant  Program, 
authorized  by  Title  IV-A-1  of  the  HEA. 

*  Regular  student:  A  person  who  is 
enrolled  or  accepted  for  enrollment  in 
an  eligible  program  in  an  institution  of 
higher  education  for  the  purpose  of 
obtaining  a  degree  or  certificate. 

*  Secretary:  The  Secretary  of  the 
Department  of  Education  or  an  official 
or  employee  of  the  Department  acting 
for  the  Secretary  under  a  delegation  of 
authority. 

*  State:  The  States  of  the  Union, 
American  Samoa,  the  Commonwealth  of 
Puerto  Rico,  the  District  of  Columbia, 
Guam,  the  Trust  Territory  of  the  Pacific 
Islands,  the  Virgin  Islands,  and  the 
Northern  Mariana  Islands. 

(20  U.S.C.  1141(b);  20  U.S.C.  1088(a)) 

*  State  Student  Incentive  Grant 
Program  (SSIG):  The  program 
authorized  by  Title  IV-A-3  of  the  HEA. 
(20  U.S.C.  1070c  et  seq.) 

Undergraduate  student:  A  student 
enrolled  in  an  undergraduate  course  of 
study  at  an  institution  of  higher 
education  who — 

(a)  Has  not  been  awarded  a  bachelor 
or  first  professional  degree;  and 

(b)  Is  in  an  undergraduate  course  of 
study  that  usually  does  not  exceed  4 
academic  years,  or  is  enrolled  in  a  5 
academic  year  program  designed  to  lead 
to  a  first  degree.  A  student  enrolled  in 
any  other  length  program  is  considered 
an  undergraduate  student  for  only  the 
first  4  academic  years. 
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(20  U.S.C.  1070b-1070b-3  unless  otherwise 
noted) 

§  676.3  Apportionment  and 
reapportionment. 

(a)  Apportionment — Initial  grants.  The 
Secretary  apportions — 

(1)  90%  of  appropriated  funds  for 
initial  grants  according  to  413D(a)  of  the 
Act.  If  necessary,  the  Secretary 
apportions  additional  amounts  to  each 
State  to  make  that  State’s 
apportionment  equal  to  its  allotment  for 
fiscal  year  1972.  The  1972  allotments  are 
shown  in  Appendix  A;  and 

(2)  The  remaining  funds  so  that  each 
institution  in  each  State  receives  the 
amount  for  initial  grants  computed 
under  §  676.6  or  §  676.7. 

(b)  Apportionment — Continuing 
grants.  The  Secretary  apportions  funds 
appropriated  for  continuing  grants  so 
that  each  institution  receives  the  amount 
computed  under  §  676.6  or  §  676.7. 

(c)  Reapportionment — Initial  grants. 

(1)  The  Secretary  reapportions  the 
amount  of  a  State’s  apportionment  that 
exceeds  the  approved  requests  for  initial 
grants  of  institutions  in  the  State. 

(2)  The  Secretary  reapportions  those 
funds  among  the  remaining  States 
according  to  institutional  need  for  initial 
year  funds  as  computed  under  §  676.6  or 
§  676.7. 

(20  U.S.C.  1070b-3) 

§  676.4  Allocation,  reallocation,  and 
payment  to  institutions. 

(a)  Definition.  As  used  in  this  section 
and  in  section  676.6,  “current  year” 
means  the  12-month  period  ending  on 
the  June  30  immediately  following  the 
closing  date  for  filing  a  SEOG 
application. 

(b)  Allocation.  The  Secretary 
distributes  SEOG  funds  according  to 
§§676.6  or  676.7 

(c)  Reallocation.  (l)(i)  If  an  institution 
anticipates  not  using  all  its  allocation 
for  initial  and  continuing  grants  by  the 
end  of  an  award  period,  it  must  specify 
the  anticipated  unused  amount  to  the 
Secretary,  who  reduces  the  institution’s 
allocation  accordingly. 

(ii)  Other  institutions  may  apply  for 
those  funds  on  the  form  and  at  the  time 
specified  by  the  Secretary. 

(iii)  The  Secretary  distributes  those 
funds  to  applicant  institutions  in 
accordance  with  paragraph  (c)(2)  of  this 
section. 

(2)(i)  If  the  funds  that  become 
available  under  paragraph  (c)(1)  of  this 
section  come  from  the  State's  initial 
allotment  under  §  676.3(a)(1),  the 
Secretary  reallocates  those  funds 
equitably  to  other  institutions  in  that 
State.  The  Secretary  reapportions  those 
funds  that  are  not  needed  to  maintain 


the  State’s  initial  allotment,  and  any 
funds  that  do  not  come  from  that  initial 
allotment,  in  accordance  with 
paragraphs  (c)(2)  (ii),  (iii),  and  (iv)  of  this 
section. 

(ii)  The  Secretary  increases  awards  to 
institutions  whose  students  have 
suffered  financial  hardships  as  a  result 
of  natural  disasters  within  the  preceding 
12  months. 

(iii)  If  any  funds  remain,  the  Secretary 
then  increases  awards  to  institutions 
whose  awards  are  less  than  their 
national  fair  shares  determined  under 

§  676.6.  The  Secretary  calculates  each 
applicant’s  increase  as  follows: 

Institution's  remaining  shortfall/remaining 

shortfall  of  all  applicants  for 

reallocation  X  remaining  amount  available 

for  reallocation 

(An  institution’s  remaining  shortfall  is 
the  difference  between  its  national  fair 
share  (see  §  676.6  (f)(4)  and  (g)(4)  and  its 
award  calculated  in  §  676.6  and  this 
section  through  paragraph  (c)(2)(ii))). 

(iv)  If  any  funds  still  remain,  the 
Secretary  reallocates  the  funds  in  a 
manner  that  best  carries  out  the 
purposes  of  this  part. 

(d)  Payment  to  institutions.  The 
Secretary  allocates  funds  for  initial  and 
continuing  year  grants  for  a  specific 
period  of  time.  The  Secretary  pays  funds 
to  an  institution  in  advance  or  by 
reimbursement.  The  Secretary  bases  the 
amount  to  be  paid  on  periodic  fiscal 
reports. 

(20  U.S.C.  1070b-3) 

§  676.5  Application. 

(a)  To  participate  in  the  SEOG 
program,  an  institution  must  file  an 
application  with  the  Secretary  before  an 
annually  established  closing  date. 

(b)  The  application  must  be  on  a  form 
approved  by  the  Secretary  and  contain 
information  needed  to  determine  the 
institution's  allocation  under  §  §  676.6 
and  676.7. 

(c)  The  application  must  contain  the 
information  needed  to  determine 
whether  the  institution  is  complying 
with  maintenance  of  effort  requirements 
under  §  676.20. 

(20  U.S.C.  1070b-3) 

§  676.6  Funding  procedure. 

(a)  General.  (1)  Each  institution 
applying  for  SEOG  initial  year  (IY)  or 
continuing  year  (CY)  funds  receives  an 
amount  computed  in  the  following 
stages: 

(i)  A  “conditional  guarantee”; 

(ii)  An  IY  State  increase  based  on  its 
“fair  share"  of  the  State’s  IY 
apportionment; 


(iii)  An  IY  national  increase  based  on 
its  “fair  share”  of  the  national  IY  portion 
of  the  SEOG  appropriation;  and 

(iv)  A  CY  national  increase  based  on 
its  “fair  share”  of  the  national  CY 
portion  of  the  SEOG  appropriation. 

(2)  Definition — As  used  in  this 
section — 

(i)  “Base  year”  means  the  12-month 
period  ending  on  the  June  30  preceding 
the  closing  date  for  filing  an  SEOG 
application; 

(ii)  “Current  year”  is  defined  in 
section  676.4. 

(b)  Conditional  guarantee.  The 
Secretary  provides  each  institution  a 
conditional  guarantee  computed  in  the 
following  way: 

(1)  An  institution  that  participated  in 
the  SEOG  program  in  the  base  year 
receives  an  SEOG  conditional  guarantee 
equal  to  the  sum  of  its  award  year  1979- 
80  IY  and  CY  expenditures. 

(2)  An  institution  applying  to 
participate  in  the  SEOG  program  for  the 
first  time  receives  a  conditional 
guarantee  equal  to  the  greater  of — 

(i)  $5,000;  or 

(ii)  (A)  90  percent  of  the  average  IY 
base  year  expenditure  per  student  in 
eligible  institutions  offering  comparable 
programs  of  instructions,  multiplied  by 
the  applicant  institution’s  base  year 
enrollment;  and 

(B)  The  average  CY  base  year 
expenditure  per  student  in  eligible 
institutions  offering  comparable 
programs  of  instruction,  multiplied  by 
the  applicant  institution’s  base  year 
enrollment. 

(3)  An  institution  applying  to 
participate  in  the  SEOG  program  for  the 
second  time  receives  a  conditional 
guarantee  equal  to  the  greatest  of — 

(i)  $5,000; 

(ii)  (A)  90  percent  of  the  average  IY 
base  year  expenditure  per  student  in 
eligible  institutions  offering  comparable 
programs  of  instruction,  multiplied  by 
the  applicant  institution’s  base  year 
enrollment;  and 

(B)  The  average  CY  base  year 
expenditure  per  student  in  eligible 
institutions  offering  comparable 
programs  of  instructions,  multiplied  by 
the  applicant  institution's  base  year 
enrollment;  or 

(iii)  90  percent  of  its  current  year  IY 
allocation  and  100  percent  of  its  current 
year  CY  allocation. 

(4)  The  Secretary  divides  each 
institution’s  conditional  guarantee 
between  IY  and  CY  funds  based  on  the 
percentage  that  the  institution’s  request 
for  each  type  of  grant  bears  to  its  total 
request. 

(c)  SEOG  need  of  an  institution.  (1) 
The  Secretary  allocates  additional  funds 
to  an  institution  under  paragraph  (e)  (IY 
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State  increase),  paragraph  (f)  (IY 
national  increase),  and  paragraph  (g) 

(CY  national  increase)  based  in  part  on 
the  institution’s  need  for  SEOG  funds. 

(2)  The  Secretary  computes  an 
institution's  need  for  IY  and  CY  SEOG 
funds  by  the  following  formula:  SEOG 
need =75%  of  cost  of 

attendance  —  (Total  expected  family 
contribution + Pell  Grants — State 
Student  Incentive  Grants — 25%  of 
institutional  grants  for  undergraduate 
students). 

(3)  As  used  in  paragraph  (d)  of  this 
section: 

(i)  Average  cost  of  attendance  means 
the  attendance  costs  for  undergraduate 
students.  These  costs  include  tuition, 
fees,  standard  living  expenses,  books, 
and  supplies.  (The  institution  reports  its 
total  tuition  and  fee  revenues,  and  the 
Secretary  uses  this  amount  to  determine 
the  average  cost  of  attendance.) 

(ii)  Eligible  students  means  for  award 
year  1981-82  students  who — 

(A)  Were  enrolled  as  regular  students 
in  good  standing  on  at  least  a  half-time 
basis  in  an  eligible  program  during  the 
base  year: 

(B)  Met  program  regulation 
requirements  for  citizenship  or 
residency  in  the  United  States  for  the 
base  year;  and 

(C)  Applied  for  financial  assistance 
for  the  base  year,  and  for  whom  the 
institution  has  on  file  taxable  and  non- 
taxable  income  data  and  all  the  other 
information  necessary  to  perform  a 
needs  analysis  using  a  methodology 
approved  by  the  Secretary. 

(iii)  State  Student  Incentive  Grants 
(SSIG)  means: 

State’s  total  SSIG  for  the  Institution's  total  undergrad- 
1977-78  award  year  (Feder-  X  uate  State  grants  for  the 
at  plus  match)  T otal  under-  1 977-78  award  year 

graduate  State  grants  for  the 
1977-78  award  year  (includ¬ 
ing  the  Federal  SSIG  allot¬ 
ment) 

(For  purposes  of  this  formula,  “State” 
means  the  State  in  which  the  institution 
is  located.) 

(iv)  Institutional  grants  means  the 
sum  of  undergraduate  gift  aid  included 
in  determining  the  maintenance  of  effort 
amount  under  §  676.20  during  the  award 
year  1977-78.  Institutional  grants  shall 
not  include  student  financial  assistance 
that  an  institution  is  required  by  State 
law  to  provide  from  its  own  funds  and  is 
not  free  under  any  law  in  effect  on 
January  1, 1979  to  select  the  recipients  or 
adjust  the  criteria  by  which  the 
recipients  are  selected.  Institutional 
grants  shall  also  not  include  any  student 
financial  assistance  that  an  institution 
contributed  on  behalf  of  the  State  for  the 
SSIG  Program. 


(d)  SEOG  need  of  eligible 
undergraduate  students.  To  determine 
the  need  for  SEOG  funds  of  an 
institution’s  eligible  undergraduate 
students,  the  Secretary — 

(1)  Establishes  various  income 
categories  for  dependent  and 
independent  undergraduate  students; 

(2)  Establishes  an  EFC  for  each 
income  category  of  dependent  and 
independent  undergraduate  students, 
using  a  need  analysis  method  approved 
under  §  676.13; 

(3)  Determines  75  percent  of  the 
average  cost  of  attendance; 

(4)  Subtracts  from  75  percent  of  the 
average  cost  of  attendance  the 
computed  EFC  for  each  income 
category;  (Seventy-five  percent  of  the 
average  cost  of  attendance  minus  EFC 
may  not  be  less  than  zero.) 

(5)  Multiplies  the  remainder  by  the 
number  of  eligible  students  in  that 
income  category; 

(6)  Adds  the  amounts  obtained  in  all 
categories; 

(7)  Subtracts  from  that  sum  Pell 
Grants  received  by  students  at  that 
institution  in  the  base  year,  State 
Student  Incentive  Grants,  and  25  percent 
of  institutional  grants;  and 

(8)  Divides  the  institution’s  total 
SEOG  need  between  IY  and  CY  based 
on  the  percentage  that  the  institution’s 
request  for  each  type  of  grant  bears  to 
its  total  request. 

The  following  charts  show  the  income 
categories  and  calculations. 
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EFC  COST 


4  NEED 

5 

6 

COL.  3  LESS 

NUMBER  OF 

ELIGIBLE 

COL.  2 

STUDENTS 

COL.  4  x  COL.  5 

$  0  -  $  999 


$  1,000  -  $  1,  999 


$  2,000  -  $  2,999 


$  4,000  -  $  4,999 


$  5,000  -  $  5,999 


$  6,000  -  $6,999 


$  8,000  -  $  8,999 


$  9,000  -  $  9,999 


$i0,000  -  $10,999 


$11,000  -  $11,999 


$12,000  -  $12,999 


$13*000  -  $13,999 


$14,000  -  $14,999 


7  TOTAL  FOR  INDEPENDENT  UNDERGRADUATE  STUDENTS 


SUMMARY  AND  CALCULATION  OF  3EOG  NEED 


I  TOTAL  FOR  DEPENDENT  UNDERGRADUATE  STUDENTS 


2  TOTAL  FOR  INDEPENDENT  UNDERGRADUATE  STUDENTS 


3  TOTAL  FOR  ALL  UNDERGRADUATE  STUDENTS  (1  +  2) 


4  ALL  BEOG 


5  ALL  STATE  GRANT  AID _ _ 

6  50%  OF  ALL  INSTITUTIONAL  GRANT  AID 


7  TOTAL  OF  ITEMS  4,  5,  and  6 


8  ITEM  3  (TOTAL  ALL  UNDERGRADUATE  STUDENTS)  LESS  ITEM  7 


EQUALS  TOTAL  SEOG  NEED 
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(e)  IY  State  increase. 

(1)  For  any  year  the  Secretary 
increases  IY  awards  to  institutions  in  a 
State  (“IY  State  increase")  if  the 
combined  IY  conditional  guarantees  of 
all  institutions  in  that  State  are  less  than 
the  State’s  IY  apportionment  under 

§  676.3(a). 

(2)  The  Secretary  calculates  an 
institution’s  IY  State  increase  according 
to  the  following  formula — 

Institution’s  IY  State  increase  =  its  IY  State 
shortfail/'IY  State  shortfalls  of  all 
institutions  in  the  State  XSEOG  IY  funds 
available  for  shortfall 

(3)  As  used  in  the  formula  in 
paragraph  (e)  of  this  section — 

(1)  “SEOG  IY  funds  available  for  State 
shortfall”  is  calculated  by  subtracting 
from  the  State  IY  apportionment,  the  IY 
conditional  guarantees  of  all  institutions 
in  the  State. 

(ii)  An  institution’s  “IY  State  shortfall” 
is  calculated  by  subtracting  from  an 
institution's  IY  State  fair  share  its  IY 
conditional  guarantee. 

(iii)  An  institution’s  “IY  State  fair 
share”  is  calculated  as  follows — 

Institution’s  IY  State  fair  share = its  SEOG  IY 
need/SEOG  IY  need  of  all  institutions  in 
the  State  applying  for  SEOG  funds  X  State 
apportionment  for  SEOG  IY 

(f)  IY  national  increase.  (1)  For  any 
year  the  Secretary  will  further  increase 
IY  awards  to  institutions  (“IY  national 
increase”)  if  the  sum  of  the  IY 
conditional  guarantees  and  IY  State 
increases  awarded  to  institutions  is  less 
than  the  SEOG  IY  appropriation  for  that 
year. 

(2)  The  Secretary  calculates  an 
institution’s  IY  national  increase 
according  to  the  following  formula — 

Institution's  IY  national  increase = its  IY 
national  shortfall  IY  national  shortfall  of  all 
institutions  XSEOG  IY  funds  available  for 
national  shortfall 

(3)  As  used  in  the  formula  in 
paragraph  (f)(2)  of  this  section — 

(i)  “SEOG  IY  funds  available  for 
national  shortfall”  is  calculated  by 
subtracting  from  the  SEOG 
appropriation  the  IY  conditional 
guarantees  and  State  increases  of  all 
institutions. 

(ii)  An  institution’s  “IY  national 


shortfall”  is  calculated  by  subtracting 
from  its  “IY  national  fair  share”,  its  IY 
conditional  guarantee  and  State 
increase. 

(4)  An  institution's  “IY  national  fair 
share"  is  calculated  as  follows: 

Institution’s  IY  national  fair  share  =  its  SEOG 
IY  need/SEOG  IY  need  of  all  institutions 
applying  for  SEOG  funds  XSEOG  IY 
appropriation 

(g)  CY  national  increase.  (1)  For  any 
year  the  Secretary  will  further  increase 
awards  to  institutions  (“CY  national 
increase”)  if  the  sum  of  the  CY 
conditional  guarantees  awarded  to 
institutions  is  less  than  the  SEOG  CY 
appropriation  for  that  year. 

(2)  The  Secretary  calculates  an 
institution’s  CY  national  increase 
according  to  the  following  formula — 

Institution’s  CY  national  increase=its  CY 
national  shortfall  CY  national  shortfall  of 
all  institutions  x  SEOG  CY  funds  available 
for  national  shortfall 


(3)  As  used  in  the  formula  in 
paragraph  (g)(2)  of  this  section — 

(i)  “SEOG  CY  funds  available  for 
national  shortfall”  is  calculated  by 
subtracting  from  the  SEOG  CY 
appropriation  the  CY  conditional 
guarantees  of  all  institutions. 

(ii)  An  institution's  “CY  national 
shortfall”  is  calculated  by  subtracting 
from  its  “CY  national  fair  share",  its  CY 
conditional  guarantee. 

(4)  An  institution's  "CY  national  fair 
share"  is  calculated  as  follows: 

Institution’s  CY  national  fair  share = its 
SEOG  CY  need/SEOG  CY  need  of  all 
institutions  applying  for  SEOG 
funds  XSEOG  CY  appropriation 

(h)  No  institution  may  receive  more  IY 
or  CY  SEOG  funds  than  it  requests. 

(20  U.S.C.  l070b-3) 

The  following  charts  show  the  income 
categories  and  calculations  for  eligible 
undergraduate  students: 


2 

3 

4  (need) 

5 

Expected 

Col.  3  less 

Number  of 

family 

75  pet  X  cost 

col.  2 

elig&le 

contribution 

students 

Determination  of  SEOG  Need  for  Eligible  Dependent  Undergraduate  Students 


0  to  $2,999 . - . . . . . 

$3,000  to  $5.999 _ _ _ _ _ _ 

$9,000  to  $11. 999 . . . . . . . 

$12  000  to  $14,999 - - - - - 

$15,000  to  $17.999 - - - - - 

$18,000  to  $20.999. . . . . L - 

$21,000  to  $23.999 _ _ _ 

$24,000  to  $26.999 _ _ _ _ 

$27,000  to  $29.999...* _ _ _ _ _ _ 

$30,000  to  $32,999 _ _ _ _ _ 

$33,000  to  $35.999 . . . . . 

$36,000  to  $38.999..... - - - - - 

$39,000  to  $4t,999 . . . . . . . 

$42,000  to  $44.999 . . . . . . 

$45,000  and  over _ . _ _ _ _ _ 

7  Total  for  dependent  undergraduate  students. _ $ 


Determination  of  SEOG  Need  for  Eligible  Independent  Undergraduate  Students 


0  to  $999 _ _ _ _ _ 

$1,000  to  $1.999 . „ . . . . . .' _ 

$2,000  to  $2.999 . . . . . . 

$3,000  to  $3.999 _ _ _ _ _ _ 

$4,000  to  $4.999 _ _ _ _ 

$5,000  to  $5.999 . . . . . . 

$6,000  to  $6,999 _ _ _ _ _ 

$7,000  to  $7.999 _ _ _ _ 

$8  000  to  $8.999 . 1 .  . . . . . 

$9,000  to  $9.999 _ _ _ _ ' _ _ _ 

$10,000  to  $10.999 _ _ _ _ _ _ 

$11,000  to  $11  999 . .  . . . . . . . . . 

$12,000  to  $12.999 . . 

$13  000  to  $13.999 . . . . . 

$14,000  to  $14.999 _ _ _ _ _ _ _ _ 

$15,000  and  over . _ . . . . . . . . . . . 

7  Total  lor  independent  undergraduate  students.... . . S  ... 
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Summary  and  Calculation  ot  SEOG  Need 


1  Total  for  dependent  undergraduate  students . $ 

2  Total  for  independent  undergraduate  students . $ 

3  Total  for  all  undergraduate  students  (1  +  2) . $ 

4  All  Pell  grants . $ 

5  State  student  Incentive  grants . $ 

6  25  pet  of  institutional  grants . . . $ 

7  Total  of  items  4.  5.  and  6 . S 

8  Item  3  (total  all  undergraduate  students)  less  item  7  equals  total  SEOG  need . $ 


§  676.7  Application  review— Approval  of 
request. 

(a)  An  institution  may  request  a 
review  of  the  amount  it  is  scheduled  to 
receive  under  §  676.6. 

(b)  A  National  Review  Panel 
appointed  by  the  Secretary  reviews  each 
institution’s  request.  The  panel  consists 
of  student  financial  aid  administrators 
and  Education  Department  personnel. 

(c)  In  setting  an  award  amount,  the 
Secretary  considers  the  panel’s 
recommendations  and  its  reasons  for  the 
recommendations. 

(d)  The  Secretary  sets  an  award 
amount  based  on  procedures  in  §  676.6 
and  the  review  panel’s 
recommendations. 

(20  U.S.C.  1070b-3) 

§  676.8  Institutional  agreement. 

To  participate  in  the  SEOG  program, 
an  institution  of  higher  education  must 
enter  into  an  agreement  with  the 
Secretary.  The  agreement  provides  that 
the  institution  will — 

(a)  Use  the  funds  it  receives  solely  for 
the  purposes  specified  in  this  part;  and 

(b)  Administer  the  SEOG  program  in 
accordance  with  the  Act,  the  provisions 
of  this  part,  and  the  Student  Assistance 
General  Provisions,  34  CFR  Part  668. 

(20  U.S.C.  1070b  et  seq.  and  1094.) 

§  676.9  Student  eligibility. 

(a)  Eligibility.  A  student  is  eligible  to 
receive  an  SEOG  at  an  institution  of 
higher  education  if  the  student — 

*(1)  Is  a  regular  student; 

(2)  Is  enrolled  or  accepted  for 
enrollment  in  an  eligible  program  as  an 
undergraduate  student  at  that 
institution; 

*(3)(i)  Is  a  U.S.  citizen  or  National; 

(ii)  Is  a  permanent  resident  of  the  U.S.; 

(iii)  Provides  evidence  from  the 
Immigration  and  Naturalization  Service 


that  he  or  she  is  in  the  United  States  for 
other  than  a  temporary  purpose  with  the 
intention  of  becoming  a  citizen  or 
permanent  resident;  or 

(iv)  Is  a  permanent  resident  of  the 
Trust  Territory  of  the  Pacific  Islands  or 
the  Northern  Mariana  Islands; 

*(4)  Has  financial  need; 

*(5)  Is  maintaining  satisfactory 
progress  in  the  course  of  study  he  or  she 
is  pursuing  according  to  the  standards 
and  practices  of  that  institution; 

*(6)  Does  not  owe  a  refund  on  a  Pell 
Grant,  Supplemental  Grant  or  State 
Student  Incentive  Grant  received  to 
meet  the  cost  of  attending  that 
institution;  and 

*(7)  Is  not  in  default  on  any  National 
Defense/Direct  Student  Loan, 

Guaranteed  Student  Loan,  or  Parent 
Loans  for  Undergraduate  Students 
(PLUS)  received  to  meet  the  cost  of 
attending  that  institution. 

*(b)  Member  of  a  religious  order — 
financial  need.  The  Secretary  considers 
that  a  member  of  a  religious  order  (an 
order,  community,  society,  agency,  or 
organization)  who  is  pursuing  a  course 
of  study  at  an  institution  of  higher 
education  has  no  financial  need  if  that 
religious  order — 

(1)  Has  as  its  primary  objective  the 
promotion  of  ideals  and  beliefs 
regarding  a  Supreme  Being; 

(2)  Requires  its  members  to  forego 
monetary  or  other  support  substantially 
beyond  the  support  it  provides;  and 

(3) (i)  Directs  the  member  to  pursue  the 
course  of  study;  or 

(ii)  Provides  subsistence  support  to  its 
members. 

(c)  Selection.  (1)  An  institution  may 
use  not  more  than  10  percent  of  its 
allocation  to  award  SEOGs  to  eligible 
students  who  are  enrolled  as  less  than 
half-time  students. 

(2)  An  institution  must  make  SEOG 
funds  reasonably  available  (to  the 


extent  of  available  funds)  to  all  eligible 
students  who  demonstrate  financial 
need. 

(3)  The  institution’s  selection 
procedures  must  be — 

(i)  Uniformly  applied; 

(ii)  In  writing;  and 

(iii)  Maintained  in  the  files  of  the 
student  financial  assistance  office. 

(4)  The  institution  must  maintain  on 
file  all  SEOG  applications  for  the  period 
specified  in  §  676.19(c)(2). 

*(d)  Determination  of  satisfactory 
progress. 

(1)  If  an  institution  determines  at  the 
beginning  of  a  payment  period  that  a 
student  is  not  maintaining  satisfactory 
progress,  but  reverses  itself  BEFORE  the 
end  of  the  payment  period,  the 
institution  may  pay  an  SEOG  to  the 
student  for  the  entire  payment  period. 

(2)  If  an  institution  determines  at  the 
beginning  of  a  payment  period  that  a 
student  is  not  maintaining  satisfactory 
progress,  but  reverses  itself  AFTER  the 
end  of  the  payment  period,  the 
institution  may  NOT  pay  the  student  an 
SEOG  for  that  payment  period  OR  make 
adjustments  in  subsequent  financial  aid 
payments  to  compensate  for  the  loss  of 
aid  for  that  period. 

*(e)  Overpayment  of  grants. 
Conditions  under  which  an  institution 
may  pay  an  SEOG  to  a  student  who  is 
overpaid  a  grant: 

(1)  Overpayment  of  a  Pell  Grant.  If  an 
institution  makes  an  overpayment  of  a 
Pell  Grant  to  a  student,  it  may  continue 
to  make  SEOG  payments  to  that  student 
if — 

(1)  The  student  is  otherwise  eligible; 
and 

(ii)  It  can  eliminate  the  overpayment 
in  the  award  period  in  which  it  occurred 
by  adjusting  the  subsequent  Pell  Grant 
payments  for  that  award  year. 

(2)  Overpayment  of  a  Pell  Grant  due 
to  institutional  error.  If  the  institution 
makes  an  overpayment  of  a  Pell  Grant 
as  a  result  of  its  own  error  and  can  not 
correct  it  as  specified  in  subparagraph 
(1)  of  this  paragraph,  it  may  continue  to 
make  payments  to  a  student  if  the 
student — 

(i)  Is  otherwise  eligible;  and 

(ii)  Acknowledges  in  writing  the 
amount  of  overpayment  and  agrees  to 
repay  it  in  a  reasonable  period  of  time. 


Federal  Register  /  Vol.  46,  No.  12  /  Monday,  January  19,  1981  /  Rules  and  Regulations 


5289 


(3)  Overpayment  of  an  SEOG.  An 
institution  may  continue  to  make  SEOG 
payments  to  a  student  who  receives  an 
overpayment  on  an  SEOG  if — 

(i)  The  student  is  otherwise  eligible; 
and 

(ii)  It  can  eliminate  the  overpayment 
by  adjusting  financial  aid  payments 
(other  than  Pell  Grants)  in  the  same 
award  period  in  which  the  overpayment 
occurred. 

(4)  Definition.  Overpayment  of  a  grant 
means  that  a  student’s  grant  payments 
are  greater  than  the  amount  he  or  she  is 
entitled  to  receive. 

*(f)  Default  on  loans.  Conditions 
under  which  an  institution  may  pay  an 
SEOG  to  a  student  who  is  in  default  on 
loans  made  for  attendance  at  that 
institution; 

(1)  Guaranteed  loan  and  Parent  Loans 
for  Undergraduate  Students.  An 
institution  may  pay  an  SEOG  to  a 
student  who  is  in  default  on  a 
Guaranteed  Student  Loan  or  a  PLUS  if 
the  Secretary  (for  a  Federally  insured 
loan)  or  a  guarantee  agency  (for  a  loan 
insured  by  that  guarantee  agency) 
determines  that  the  student  has  made 
satisfactory  arrangements  to  repay  the 
defaulted  loan. 

(2)  National  Defense /Direct  Student 
Loan.  An  institution  may  pay  an  SEOG 
to  a  student  who  is  in  default  on  a 
National  Defense/Direct  Student  Loan 
made  at  that  institution  if  the  student 
has  made  arrangements,  satisfactory  to 
the  institution,  to  repay  the  loan. 

*(g)  Bankruptcy.  The  Secretary 
considers  a  National  Defense  Student 
Loan,  a  National  Direct  Student  Loan,  a 
Guaranteed  Student  Loan,  or  a  PLUS 
that  is  discharged  in  bankruptcy  to  be  in 
default  for  purposes  of  this  section. 

*(h)  GSL/PLUS — Reliance  on 
student’s  statement.  An  institution,  in 
determining  whether  a  student  is  in 
default  on  a  loan  made  under  the 
Guaranteed  Student  Loan  Program  or 
the  PLUS  program,  may  rely  upon  the 
student’s  written  statement  that  he  or 
she  is  not  in  default  unless  the 
institution  has  information  to  the 
contrary. 

(20  U.S.C.  1070b-2  and  1091f) 

§  675.10  Special  sessions. 

(a)  A  student  enrolled  at  an  institution 
in  a  special  session  (e.g.,  summer 
school)  is  eligible  for  an  SEOG  if  he  or 
she — 

(1)  Is  otherwise  eligible  (see  §  676.9); 

(2) (i)  Is  registered  at  that  institution 
for  that  session;  or 

(ii)  Is  taking  all  of  the  courses  required 
to  complete  his  or  her  certificate  or 
degree;  and 

(3) (i)  Was  attending  that  institution 
during  the  preceding  term;  or 


(ii)  Has  been  accepted  for  the 
subsequent  term. 

(20  U.S.C.  I070b-l) 

§  676.1 1  Cost  of  attendance. 

(а)  A  student’s  costs  of  attendance 
includes — 

(1)  Tuition  and  fees  normally  assessed 
a  full-time  student  at  the  institution  at 
which  the  student  is  in  attendance; 

(2)  An  allowance  for  books,  supplies, 
transportation,  and  miscellaneous 
personal  expenses; 

(3)  An  allowance  for  room  and  board 
costs  incurred  by  the  student  which — 

(i)  Beginning  in  academic  year  1981- 
1982  shall  be  an  allowance  of  not  less 
than  $1,100  for  a  student  without 
dependents  residing  at  home  with 
parents? 

(ii)  For  students  without  dependents 
residing  in  institutionally  owned  or 
operated  housing,  shall  be  a  standard 
allowance  determined  by  the  institution 
based  on  the  amount  normally  assessed 
most  of  its  residents  for  room  and  board; 

(iii)  For  all  other  students  without 
dependents,  shall  be  a  standard 
allowance  determined  by  the  institution 
based  on  the  expenses  reasonably 
incurred  by  the  students  for  room  and 
board;  and 

(iv)  For  students  with  dependents, 
shall  be  an  allowance  based  on  the 
expenses  reasonably  incurred  by  the 
students  for  room  and  board; 

(4)  For  a  student  engaged  in  a  program 
of  study  by  correspondence,  only  tuition 
and  fees  and,  if  required,  books  and 
supplies,  and  travel  and  room  and  board 
costs  incurred  specifically  in  fulfilling  a 
required  period  of  residential  training; 

(5)  For  a  student  enrolled  in  an 
academic  program  which  normally 
includes  a  formal  program  of  study 
abroad,  reasonable  costs  associated 
with  that  study; 

(б)  For  a  student  with  dependent 
children,  an  allowance  based  on  the 
expenses  reasonably  incurred  for  child 
care;  and 

(7)  For  a  handicapped  student,  an 
allowance  for  those  expenses  related  to 
his  or  her  handicap,  including  special 
services,  transportation,  equipment,  and 
supplies  that  are  reasonably  incurred 
and  not  provided  for  by  other  assisting 
agencies. 

(b)  Adjustments.  The  institution,  in 
individual  cases,  may  adjust  the  cost  of 
attendance  if — 

(1)  The  financial  aid  administrator 
believes  the  cost  of  attendance 
determined  in  accordance  with 
paragraph  (a)  does  not  accurately  reflect 
the  student’s  actual  cost  of  attendance; 
and 

(2)  The  institution  documents  all 
adjustments  in  writing  with  an 


accompanying  explanation  and  makes 
them  part  of  the  institution’s  records. 

(20  U.S.C.  1089  (d)) 

*§  676.12  Expected  family  contribution. 

(a)  Dependent  students.  In 
determining  the  amount  a  dependent 
student  and  his  or  her  spouse  and 
parents  are  expected  to  contribute  to  the 
student’s  cost  of  attendance,  the 
financial  aid  administrator  must 
consider — 

(1)  Any  serious  illness  in  the  family. 
(Family  members  include  the  student, 
the  student’s  parents  and  spouse,  and 
any  other  persons  the  parents  may  claim 
as  exemptions  under  the  Internal 
Revenue  Code); 

(2)  The  number  of  the  parents’ 
dependent  children; 

(3)  The  number  of  the  parents’ 
dependent  children  attending 
institutions  of  higher  education; 

(4)  Tuition  costs  of  dependent  children 
attending  elementary  and  secondary 
schools;  and 

(5)  Any  other  circumstances  that 
could  affect  the  ability  of  the  student, 
the  student’s  spouse,  and  the  student's 
parents  to  contribute  to  his  or  her  cost  of 
attendance. 

(b)  Independent  students.  In 
determining  the  amount  an  independent 
student  and  spouse  are  expected  to 
contribute  to  the  student’s  cost  of 
attendance,  the  financial  aid 
administrator  must  consider — 

(1)  Any  serious  illness  in  the  family. 
(Family  members  include  the  student, 
his  or  her  spouse,  and  any  other  persons 
the  student  or  spouse  may  claim  as 
exemptions  under  the  Internal  Revenue 
Code); 

(2)  The  number  of  the  student’s 
dependent  children; 

(3)  The  number  of  the  student’s 
dependent  children  attending 
institutions  of  higher  education; 

(4)  Tuition  costs  of  dependent  children 
attending  elementary  and  secondary 
schools;  and 

(5)  Any  other  circumstances  that 
could  affect  the  ability  of  the  student  or 
spouse  to  contribute  to  the  student’s 
cost  of  attendance. 

(c)  Special  determination  of 
dependent  student-parent  relationship. 
(1)  The  student  financial  aid 
administrator  must  determine  whether 
the  relationship  between  a  student  and 
his  or  her  parents  makes  it  unreasonable 
to  expect  the  parents  to  contribute  to  the 
student’s  cost  of  attendance,  regardless 
of  their  ability  to  do  so,  if  requested  by  a 
student  who  does  not — 

(i)  Live  with  his  or  her  parents; 

(ii)  Visit  his  or  her  parents  for  periods 
longer  than  typical  for  other  adult  family 
members;  or 
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(iii)  Receive  gifts  from  his  or  her 
parents  more  valuable  than  those 
typically  given  to  other  adult 
nondependent  offspring. 

(2)  Before  determining  that  it  is 
unreasonable  for  a  parent  of  a 
dependent  student  to  contribute  to  the 
student’s  attendance  costs,  the  financial 
aid  administrator  must  determine 
whether  the  student’s  parents  are,  in 
fact,  willing  to  contribute  toward  those 
costs. 

(3)  The  student  financial  aid 
administrator  must  make  that 
determination  part  of  the  institution’s 
written  record. 

(d)  Native  American  students.  To 
determine  a  Native  American’s  expected 
family  contribution,  an  institution  may 
not  consider  the  following  as  income  or 
assets  of  the  student  or  his  or  her  family: 

(1)  Awards  made  under  the  . 
Distribution  of  Judgment  Funds  Act  (25 
U.S.C.  1401  et  seq.)  or  the  Alaska  Native 
Claims  Settlement  Act  (43  U.S.C.  1601  et 
seq.). 

(2)  Property  that  may  not  be  sold  or 
encumbered  without  the  consent  of  the 
Secretary  of  the  Interior. 

(3)  Any  other  property  held  in  trust  for 
the  student  or  his  or  her  family  by  the 
U.S.  Government. 

(e)  Annual  determinations.  An 
institution  must  determine  a  student’s 
need  at  least  annually. 

(20  U.S.C.  1070b-2.) 

*§  676.13  Approved  need  analysis 
systems. 

(a)  An  institution  must  use  a  Secretary 
approved  need  analysis  system  or 
calculation  method  in  complying  with 
the  requirements  in  §  676.12  (expected 
family  contribution). 

(b)  Preapproved  systems  for 
dependent  students.  The  Secretary  has 
approved  the  following  systems  for 
dependent  students: 

(1)  The  method  of  computing  an 
expected  family  contribution  used  in  the 
Pell  Grant  Program  (34  CFR  Part  690). 

(2)  The  income  tax  system  if  adjusted 
to  reflect  the  number  of  the  parents’ 
dependent  children  who  are  attending 
institutions  of  higher  education.  The 
expected  family  contribution  produced 
under  this  system  is  the  sum  of — 

(i)  The  money  the  student  is 
reasonably  able  to  contribute; 

(ii)  The  amount  of  Federal  income  tax 
paid  by  the  student’s  parents; 

(iii)  5%  of  the  parents’  net  assets  in 
excess  of  $17,900  if  there  are  no  farm  or 
business  assets;  or 

(iv)  5%  of  the  parents’  net  assets  in 
excess  of  $50,000  if  there  are  farm  and 
business  assets.  However,  no  more  than 
$17,000  may  be  deducted  for  assets 
other  than  farm  and  business  assets. 


(c)  Criteria  for  other  systems  for 
dependent  students.  (1)  The  Secretary 
approves  other  need  analysis  systems 
for  dependent  students  that  are  properly 
submitted  (see  paragraph  (e)),  if  the 
system  produces  expected  family 
contribution  figures  that — 

(1)  Increase  incrementally  as  the 
parents’  financial  strength,  measured  in 
constant  dollars,  increases; 

(ii)  Are  equal  for  families  of  equal 
financial  strength;  and 

(iii)  Are  within  $50  of  the  expected 
family  contribution  figures  in  75%  of  the 
sample  cases  supplied  by  the  Secretary. 

(2)  The  Secretary  computes  the 
sample  cases  by: 

(i)  Deducting  from  the  sum  of  the 
parents'  adjusted  gross  income  and 
nontaxable  income — 

(A)  The  amount  of  Federal  income 
taxes  and  social  security  taxes; 

(B)  An  8%  allowance  on  total  income 
for  State  and  local  taxes;  and 

(C)  A  family  maintenance  allowance 
(excluding  the  student  during  the 
academic  year)  using  Department  of 
Labor  estimates  at  a  low  standard  of 
living; 

(ii)  Adding  to  this  remainder,  12%  of 
the  net  market  value  of  the  parents’ 
assets,  after  deducting  a  standard  asset 
reserve;  and 

(iii)  Applying  a  rate  schedule  that  the 
Secretary  will  publish  annually  with  the 
sample  cases. 

(3)  (i)  In  developing  sample  cases,  the 
Secretary  selects  cases  where  the  main 
wage  earner  is  45  years  of  age. 

(ii)  The  Secretary  does  not  select 
cases  that  involve  medical  and  dental 
expenses,  casualty  and  theft  losses, 
housekeeping  allowances,  farm  or 
business  assets,  more  than  one  family 
member  attending  a  postsecondary 
institution  as  an  undergraduate,  social 
security  or  veteran’s  benefits,  or  any 
unusual  circumstances. 

(4)  In  comparing  figures  from  systems 
submitted  for  approval  with  figures  from 
sample  cases,  the  Secretary  treats  an 
expected  parental  contribution  of  less 
than  zero  as  zero. 

(5)  In  order  to  insure  measurement  in 
constant  dollars,  the  Secretary  revises 
sample  case  figures  for  inflation 
annually  by  adjusting — 

(i)  Deductions  for  family  maintenance; 

(ii)  The  standard  deduction  from 
assets;  and 

(iii)  The  rate  of  contribution  from 
income  and  assets. 

(d)  Systems  for  independent  students. 
The  Secretary  approves  the  following 
systems  for  independent  students: 

(1)  The  method  of  computing  an 
expected  family  contribution  used  in  the 
Pell  Grant  program  (34  CFR  Part  690). 


(2)  The  systems  of  need  analysis  for 
independent  students  published  by 
those  organizations  approved  for 
dependent  students  under  paragraph  (c). 

(e)  Application  procedures  for  system 
approval.  (1)  An  organization  or 
individual  wishing  to  have  a  system  for 
dependent  students  approved  must  also 
submit  a  system  for  independent 
students.  Both  systems  must  be 
submitted  to  the  Secretary  by  June  30. 

(2)  The  Secretary  lists  approved 
systems  in  the  Federal  Register  by  the 
following  September  1. 

(3)  Applications  for  approval  must 
include — 

(1)  Information  the  Secretary  needs  to 
determine  whether  or  not  the  system 
meets  the  requirements  of  paragraph  (c); 
and 

(ii)  The  expected  family  contribution 
amounts  produced  by  that  system  for 
sample  cases. 

(f)  Duration  of  approval.  (1)  There  is 
no  specified  expiration  date  for  need 
analysis  systems  for  dependent  students 
approved  under  paragraph  (b). 

(2)  An  institution  may  use  the  need 
analysis  systems  for  dependent  and 
independent  students  approved  under 
paragraphs  (c)  and  (d)  to  determine 
student  eligibility  and  amount  of 
assistance  under  Campus  Based 
Programs  for  an  academic  year  that 
begins — 

(i)  No  earlier  than  the  following  June 
1;  or 

(ii)  No  later  than  12  months  after  that 
June  1  date. 

(g)  Adjustments.  The  institution,  in 
individual  cases,  may  further  adjust 
expected  family  contributions  computed 
according  to  one  of  the  approved 
systems  if — 

(1)  The  student  financial  aid 
administrator  believes  the  expected 
family  contribution  does  not  accurately 
reflect  the  student’s  (or  parent’s)  ability 
to  contribute;  and 

(2)  The  institution  documents  all 
adjustments  in  writing  with  an 
accompanying  explanation  and  makes 
them  part  of  the  institution’s  records.  . 

(42  U.S.C.  2754) 

§  676. 1 4  Coordination  of  student  financial 
aid  programs,  award  an^ount,  and 
overaward. 

(a)  Coordinating  official.  An 
institution  must  appoint  a  coordinating 
official  for  its  SEOG  and  other  Federal 
and  non-Federal  student  financial  aid 
programs. 

(b)  Overaward  prohibited,  general 
award.  (1)  An  institution  may  not  award 
an  SEOG  to  a  student  if  the  SEOG,  when 
combined  with  all  other  resources, 
exceeds  the  student’s  financial  need. 
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The  institution,  however,  does  NOT 
violate  this  rule  if — 

(1)  The  student  receives  additional  - 
funds  after  the  institution  awards  aid, 
and  total  resources  exceed  his  or  her 
financial  need  by  $200  or  less  by  the  end 
of  the  academic  year;  or 

(ii)  The  student  earns  more  money 
from  employment  than  the  institution 
anticipated  when  it  awarded  the  SEOG, 
and  it  treats  the  earnings  in  accordance 
with  paragraph  (c)  (prevention  of 
overaward). 

(2)  A  student’s  financial  need  may  not 
exceed  his  or  her  cost  of  attendance. 

(3)  If  a  student’s  resources  exceed  his 
or  her  need  by  more  than  $200,  and  the 
excess  is  not  from  employment,  the 
overaward  is  the  amount  that  exceeds 
the  $200. 

(c)  Prevention  of  overaward  by 
treatment  of  earnings.  An  institution 
must  take  the  following  steps  when  it 
learns  that  an  SEOG  recipient  has 
earned,  or  will  earn,  more  than  $200 
over  his  or  her  financial  need: 

(1)  It  must  decide  whether  the  student 
needs  the  money  to  pay  for  necessary 
additional  educational  costs, 
unanticipated  when  it  awarded  financial 
aid  to  the  student.  If  the  student  does,  no 
further  action  is  necessary. 

(2)  If  the  student’s  earnings  still 
exceed  need  by  $200  or  more  after  the 
institution  subtracts  any  additional 
costs,  it  must  cancel  any  unpaid  loan  or 
grant  (other  than  Pell  Grants)  to  avoid 
exceeding  need  by  more  than  $200. 

(3)  If  the  student’s  earnings  still 
exceed  his  or  her  need  by  more  than 
$200  after  the  institution  takes  the  steps 
required  in  the  two  preceding 
subparagraphs,  and  the  student  is 
enrolled  for  the  next  academic  year,  the 
institution  must  use  the  amount  that 
exceeds  $200  as — 

(i)  A  resource  to  help  pay  the 
student’s  cost  of  attendance  in  the 
following  year;  or 

(ii)  A  substitute  for  the  student’s 
expected  family  contribution  (“EFC”)  for 
the  current  year  unless  a  GSL  of  PLUS  is 
used  for  that  purpose. 

(4)  If  the  student’s  earnings  still 
exceed  his  or  her  need  by  more  than 
$200  after  the  institution  takes  the  steps 
required  in  subparagraphs  (1)  and  (2), 
and  the  student  is  NOT  enrolled  for  the 
next  academic  year,  no  further  action  is 
necessary. 

(d)  Resources.  The  Secretary 
considers  that  “resources”  include,  but 
are  not  limited  to,  any — 

(1)  Funds  the  student  is  entitled  to 
receive  from  a  Pell  Grant,  regardless  of 
whether  the  student  applies  for  it; 

(2)  Waiver  of  tuition  and  fees; 

(3)  Scholarship  or  grant,  including  an 
SEOG  or  athletic  scholarship; 


(4)  Fellowship  or  assistantship; 

(5)  Insurance  programs  for  the 
student’s  education,  including  any  social 
security  educational  benefits  not 
included  in  computing  EFC; 

(6)  GSL  or  PLUS  as  indicated  under 
paragraph  (e); 

(7)  Long-term  loans,  including  NDSL 
but  excluding  GSL  and  PLUS,  made  by 
the  institution; 

(8)  Net  earnings  from  employment 
including  any  part  of  an  independent 
student’s  net  earnings  not  included  as 
part  of  the  student’s  EFC.  (“Net 
earnings”  means  gross  earnings  minus 
taxes  and  job  related  costs);  and 

(9)  Veterans  benefits  (except  that  part 
included  as  part  of  the  student’s  EFC). 

(e)  Treatment  of  Guaranteed  Student 
Loans  (GSL)  and  Parent  Loans  for 
Undergraduate  Students  (PLUS).  (1)  A 
student  may  use  a  GSL  or  a  PLUS  as  a 
substitute  for  his  or  her  expected  family 
contribution. 

(2)  However,  if  the  loan  amounts 
under  one  or  both  of  these  programs 
exceeds  the  student’s  expected  family 
contribution,  the  Secretary  considers  the 
excess  to  be  a  resource. 

(f)  Administrative  responsibility.  (1) 
An  institution  is  responsible  ONLY  for 
the  resources  it — 

(1)  Makes  available  to  its  students; 

.  (ii)  Knows  about;  or 

(iii)  Can  reasonably  anticipate  at  the 
time  it  awards  SEOG  funds  to  the 
student. 

(2)  An  institution  must  take 
reasonable  steps  to  stay  informed  about 
the  earnings  of  a  student  employed 
outside  the  institution. 

(g)  The  provisions  of  paragraph  (b)  of 
this  section  are  retroactive  to  October 
12, 1976. 

(20  U.S.C.  1070b— 1070b-3.) 

§  676. 1 5  Coordination  with  Bl A  grants. 

*(a)  To  determine  the  amount  of  a 
Supplemental  Grant  for  a  student  who  is 
also  eligible  for  a  Bureau  of  Indian 
Affairs  (BIA)  education  grant,  an 
institution  must  prepare  a  package  of 
student  aid — 

(1)  From  resources  other  than  the  BIA 
education  grant  the  student  has  received 
or  is  expected  to  receive;  and 

(2)  That  is  consistent  in  type  and 
amount  with  packages  prepared  for 
students  in  similar  circumstances  who 
are  not  eligible  for  a  BIA  education 
grant. 

*  (b)(1)  The  BIA  education  grant, 
whether  received  by  the  student  before 
or  after  the  preparation  of  the  student 
aid  package,  supplements  that  package. 

(2)  No  adjustment  may  be  made  to  the 
student  aid  package  as  long  as  the  total 
of  the  package  and  the  BIA  education 
grant  is  less  than  the  institution's 


determination  of  that  student’s  financial 
need. 

‘(c)(1)  If  the  BIA  education  grant, 
when  combined  with  other  aid  in  the 
package,  exceeds  the  student’s  need,  the 
excess  must  be  deducted  and  may  be 
deducted  only  from  the  other  assistance, 
not  the  BIA  education  grant. 

(2)  The  institution  must  deduct  the 
excess  in  the  following  sequence:  loans, 
work-study  awards,  and  grants  other 
than  Pell  Grants.  However,  the 
institution  may  change  the  sequence  if 
requested  by  a  student  and  the 
institution  believes  the  change  benefits 
the  student. 

*(d)  To  determine  the  financial  need 
of  a  BIA-eligible  student,  a  financial  aid 
administrator  is  encouraged  to  consult 
with  area  officials  in  charge  of  BIA 
postsecondary  financial  aid. 

(20  U.S.C.  1070b-l) 

§  676.16  Payment  of  grant 

(a) (1)  An  institution  using  a  semester, 
trimester,  or  quarter  system  must  pay 
each  term  a  portion  of  a  Supplemental 
Grant  awarded  for  a  full  academic  year. 

(2)  The  institution  determines  the 
amount  paid  each  term  by  the  following 
fraction: 

SEOG 

N 

Where  SEOG = total  SEOG  award  and 

N=the  number  of  semesters,  trimesters, 
or  quarters  in  that  year. 

(3)  If  the  total  SEOG  award  is  to  a 
student  attending  less  than  a  full 
academic  year,  the  institution 
determines  the  amount  of  each  payment 
by  the  following  fraction: 

SEOG 

R 

Where  SEOG  =  total  SEOG  award  and  R=the 
number  of  semesters,  trimesters,  or 
quarters  remaining  in  the  academic  year. 

(b) (1)  An  institution  NOT  using  a 
semester,  trimester,  or  quarter  system 
must  pay  a  Supplemental  Grant  al  least 
twice  during  an  academic  year. 

(2)  The  institution  must  make  one 
payment  at  the  beginning  and  another  at 
the  midpoint  of  the  academic  year. 

(3)  The  institution  may  not  pay  more 
than  half  the  award  before  the  midpoint 
payment. 

(c) (1)  Within  each  payment  period,  an 
institution  may  pay  the  student  at  such 
time  and  in  such  amounts  as  it 
determines  best  meets  the  student’s 
needs. 

(2)  It  may  pay  the  student  directly  by 
check  or  by  crediting  his  or  her  account 
with  the  institution.  However,  if  it 
credits  the  account,  the  institution  must 
give  the  student  a  receipt. 
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(d)  Only  one  payment  is  necessary  if 
the  total  amount  the  institution  awards 
a  student  under  the  Campus  Based 
Programs  is  less  than  $301. 

(e)  A  6  month  training  program  that 
prepares  students  for  gainful 
employment  in  a  recognized  occupation 
equals  a  full  academic  year  for  purposes 
of  disbursement. 

(f)  Before  making  the  first  SEOG 
payment  for  any  year,  an  institution 
must  get  written  acceptance  of  the  grant 
amount  from  the  student  and  give  the 
student  a  statement  explaining — 

(1)  The  nature  and  sources  of  other 
financial  aid  made  available  through  the 
institution;  and 

(2)  That  payment  of  the  SEOG 
depends  upon  the  student’s — 

(1)  Maintaining  satisfactory  progress 
in  his  br  her  course  "of  study,  according 
to  the  institution’s  prescribed  standards; 
and 

(ii)  Remaining  an  eligible  student. 

(g)  A  correspondence  student  must 
submibhis  or  her  first  completed  lesson 
before  receiving  an  SEOG  payment. 

(h) (1)  An  institution  may  not  pay  a 
Supplemental  Educational  Opportunity 
Grant  unless  the  student  files  a 
statement  of  educational  purpose  in 
which  the  student  declares  that  he  or 
she  will  use  the  grant  solely  for 
educational  expenses  in  connection  with 
attendance  at  the  institution. 

(2)  The  Secretary  considers  the 
following  statement  as  satisfying  this 
requirement. 

Statement  of  Educational  Purpose. 

I  declare  that  I  will  use  any  funds  I 
receive  under  the  Supplemental  Grant 
Program  for  expenses  connected  with 
attendance  at 

(Name  of  institution)  - 

(Dated)  - 

(Signature)  - 

(i)  If  an  institution  computes  a 
student’s  need  using  estimated  data 
submitted  before  January  1  of  the 
previous  award  year,  the  institution  may 
not  pay  the  student  an  SEOG  unless  it 
verifies  that  information. 

(U.S.C.  1070b,  1091) 

*§  676.17  Federal  interest  in  allocated 
funds. 

Except  for  funds  received  for  the 
administrative  cost  allowance  (see 
§  6?6.18(b)),  funds  received  by  an 
institution  under  the  SEOG  program  are 
held  in  trust  for  the  intended  studenj 
beneficiaries.  Funds  may  not  be  used  or 
hypothecated  (i.e.,  serve  as  collateral) 
for  any  other  purpose. 

(20  U.S.C.  1070b— 1070b-3) 


§676.18  Use  of  funds. 

(a)  General.  Funds  allocated  to  an 
institution  under  the  SEOG  program 
may  be  used  only  to — 

(1)  Make  grants  to  eligible  students; 

(2)  Transfer  to  the  institution’s  CWS 
program  (see  §  676.21);  and 

(3)  Carry  out  the  activities  described 
in  paragraph  (b). 

(b)  Administrative  cost  allowance.  An 
institution  participating  in  the  SEOG 
program  is  entitled  to  an  administrative 
cost  allowance. 

(1)  The  amount  of  the  allowance 
equals — 

(1)  Five  (5)  percent  of  the  first 
$2,750,000  of  the  institution’s 
expenditures  in  an  award  year  under  the 
CWS,  SEOG,  and  NDSL  programs;  plus 

(ii)  Four  (4)  percent  of  its  expenditures 
which  are  greater  than  $2,750,000  but 
less  than  $5,500,000;  plus 

(iii)  Three  (3)  percent  of  its 
expenditures  in  excess  of  $5,500,000. 

(2)  However,  for  the  purpose  of 
calculating  the  allowance  in  paragraph 
(b)(1)  of  this  section,  CWS  expenditures 
made  under  the  Community  Service 
Learning  program  (§  675.28)  or  NDSL 
loans  that  are  assigned  to  the  Secretary 
under  section  463(a)(6)(B)  of  the  Higher 
Education  Act  are  not  included. 

(3)  An  institution  must  use  its 
administrative  cost  allowance  to  offset 
its  costs  of  administering  the  Pell' Grant, 
CWS,  SEOG,  and  NDSL  programs. 
Administrative  cost  also  include  the 
expenses  incurred  for  carrying  out  the 
student  consumer  information  services 
requirements  of  Subpart  C  of  the 
Student  Assistance  General  Provisions, 
34  CFR  Part  668. 

(4)  An  institution  may  not  charge  any 
administrative  expenses  against  its 
SEOG  IY  allocation  for  an  award  year 
unless  it  awards  initial  grants  to 
students  for  that  year.  Similarly  it  may 
not  charge  any  administrative  expenses 
against  its  CY  allocation  for  an  award 
year  unless  it  awards  continuing  grants 
to  students  for  that  year. 

(c) (1)  An  institution  may  use  funds 
allocated  to  it  for  initial  and  continuing 
year  awards  in  any  manner  the 
institution  determines  best  suits  the 
purposes  of  the  program. 

(2)  An  institution  must  report  initial 
year  expenditures  and  continuing  year 
expenditures  separately  on  the  Fiscal 
Operations  Report  required  under 
§  676.19(b). 

(d)  An  institution  may  use  up  to  10 
percent  of  its  SEOG  allocation  to  make 
awards  to  less  than  half-time  eligible 
students. 

(20  U.S.C.  1096;  20  U.S.C.  1070b  et  seq.) 


§  676.19  Fiscal  procedures  and  records. 

*(a)  Fiscal  procedures.  (1)  In 
administering  its  SEOG  program,  an 
institution  must  establish  and  maintain 
an  internal  control  system  of  checks  and 
balances  that  insures  that  no  office  can 
both  authorize  payments  and  disburse 
funds  to  students. 

(2)  A  separate  bank  account  for  SEOG 
funds  is  not  required.  However  an 
institution  must  notify  any  bank  in 
which  it  deposits  SEOG  funds  of  all 
accounts  in  that  bank  in  which  it 
deposits  Federal  funds.  The  institution 
may  give  this  notice  by  either — 

(1)  Including  in  the  name  of  the 
account  the  fact  that  Federal  funds  are 
deposited;  or 

(ii)  Notifying  the  bank  in  writing  of  the 
accounts  in  which  it  deposits  Federal 
funds.  The  institution  must  retain  a  copy 
of  this  notice  in  its  files. 

(20  U.S.C.  1070b;  20  U.S.C.  1232c) 

(b)  Records  and  reporting.  (1)  An 
institution  must  establish  and  maintain 
on  a  current  basis  financial  records  that 
reflect  all  program  transactions.  The 
institution  must  establish  and  maintain 
general  ledger  control  accounts  and 
related  subsidiary  accounts  that  identify 
each  program  transaction  and  separate 
those  transactions  from  all  other 
institutional  financial  activity. 

(2)  The  institution  must  also  establish 
and  maintain  program  and  fiscal  records 
that — 

(i)  Identify  each  student’s  account  and 
status  including  separation  of  initial  and 
continuing  grant  amounts; 

(ii)  Show  the  eligibility  of  each 
student  aided  under  the  program; 

(iii)  Show  the  amount  of  need  and 
how  the  need  was  met  for  each  student; 
and 

(iv)  Identify  the  administrator  who 
determined  the  need. 

(3)  Each  year  an  institution  must 
submit  a  Fiscal-Operations  Report  plus 
other  information  the  Secretary  requires. 
The  institution  must  comply  with 
requirements  to  insure  the  information 
reported  is  accurate  and  must  submit  it 
on  the  form  and  at  the  time  specified  by 
the  Secretary. 

(c)  Retention  of  records.  (1)  Records. 
Each  institution  must  keep  intact  and 
accessible  records  of  the  receipt  and 
expenditure  of  Federal  funds,  including 
all  accounting  records  and  original  and 
supporting  documents  necessary  to 
document  how  the  funds  are  spent. 

*(2)  Period  of  retention.  Except  for 
audit  questions,  an  institution  must  keep 
records  for  an  award  year  for  five  years 
after  it  submits  its  Fiscal-Operations 
Reports  for  that  year. 

*(3)  Microfilm  copies.  An  institution 
may  substitute  microfilm  copies  for 
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original  records  in  meeting  the 
requirements  of  this  section. 

*(4)  Audit  questions.  An  institution 
must  keep  records  in  any  claim  or 
expenditure  questioned  by  Federal  audit 
until  resolution  of  any  audit  questions. 
However,  the  institution  does  not  have 
to  retain  records  beyond  5  years  if  the 
actions  taken  by  the  United  States  to 
recover  funds  are  barred  by  the  Federal 
statute  of  limitation  in  28  U.S.C.  2415(b). 

*(d)  Audits — Federal.  An  institution 
must  give  the  Secretary,  the  Comptroller 
General  of  the  United  States,  or  their 
duly  authorized  representatives  access 
to  the  records  specified  in  paragraphs 

(c)  (1)  and  (2)  and  to  any  other  pertinent 
books,  documents,  papers,  and  records. 

*(e)  Audits — Non-Federal.  (1)  An 
institution  must  audit,  or  have  audited 
under  its  direction,  SEOG  transactions 
to  determine  at  a  minimum — 

(1)  The  fiscal  integrity  of  financial 
transactions  and  reports;  and 

(ii)  If  those  transactions  are  in 
compliance  with  the  applicable  laws 
and  regulations. 

(2)  The  audits  must  be  performed  in 
accordance  with  the  Education 
Department’s  "Audit  Guide”  for  student 
financial  aid  programs. 

(3)  The  institution  must  have  an  audit 
performed  at  least  once  every  two  years 
unless  the  Secretary  approves  a  longer 
interval. 

(4)  Each  audit  must  cover  the  entire 
period  of  time  since  the  last  audit. 

*(f)  Audit  reports.  The  institution  must 
submit  audit  reports  to  its  local  regional 
office  of  the  Education  Department’s 
Office  of  Inspector  General.  It  must  give 
the  Secretary  and  the  Inspector  General 
access  to  records  or  other  documents 
necessary  to  the  audit's  review. 

(42  U.S.C.  1070b;  1232c) 

§  676.20  Maintenance  of  effort. 

(a)  For  each  award  year  it  receives  an 
SEOG  allocation,  an  institution  must 
spend  from  its  own  scholarship  and 
student  financial  aid  program  at  least 
one-third  its  aid  program  expenditures 
for  the  three  award  years  preceding  the 
latest  of  the  following: 

(1)  The  effective  date  of  any 
agreement  required  by  section  443  of  the 
College  Work-Study  Program  (42  U.S.C. 
2753)  or  section  407  of  the  Educational 
Opportunity  Grants  Program  (20  U.S.C. 
1067)  that  was  in  effect  on  June  30, 1973. 

(2)  The  award  year  the  institution 
received  its  first  CWS  allocation. 

(3)  The  award  year  the  institution 
received  its  first  Educational 
Opportunity  Grant  Program  allocation 
(20  U.S.C.  1061-1067, 1069). 

(4)  The  award  year  the  institution 
received  its  first  SEOG  allocation  if  it 
did  not  participate  in  the  Educational 


Opportunity  Grant  Program  during  the  . 
1972-1973  award  year. 

(b)  The  Secretary  may  waive  the 
maintenance  of  effort  requirements  for 
an  award  year  because  of  the  following 
special  circumstances: 

(1)  Fund  withdrawals  from  outside 
sources  (Public  appropriations  are  not 
considered  outside  sources  for  public 
institutions). 

(2)  An  enrollment  decline  if  the 
institution  continues  to  spend  from  its 
own  scholarship  and  student  financial 
aid  program  the  average  amount  it  spent 
per  student  during  the  three-year  base 
period. 

(3)  Voluntary  withdrawal  as  a  GSL 
lender.  The  Secretary  waives  that 
portion  of  the  failure  that  equals  one- 
third  the  amount  of  loans  the  institution 
made  as  a  lender  during  the  three-year 
base  period.  However,  to  have  this 
portion  waived,  the  institution  must 
arrange  alternate  sources  of  financing 
for  its  students  at  least  equal  to  the 
amount  the  Secretary  waives. 

(4)  Termination  as  a  GSL  lender  by 
the  Secretary. 

(i)  The  Secretary  waives,  for  the  year 
the  institution  is  terminated  as  a  lender, 
the  portion  of  the  failure  that  equals 
one-third  the  amount  of  loans  the 
institution  made  as  a  lender  during  the 
three-year  base  period. 

(ii)  The  Secretary  also  waives,  for 
succeeding  years,  the  portion  of  the 
failure  that  equals  one-third  of  the 
amount  of  loans  the  institution  made  as 
a  lender  during  the  three-year  base 
period  if  the  institution  arranges 
alternate  sources  of  assistance  for  its 
students  at  least  equal  to  the  amount  the 
Secretary  waives. 

(5)  The  Secretary  considers  that  an 
institution  has  provided  alternate 
sources  of  assistance  for  its  students  if  it 
provides  the  assistance  under  a  written 
agreement  between  the  funding  source 
and  the  institution. 

(c)  An  institution,  to  obtain  a  waiver, 
must  submit  to  the  Secretary — 

(1)  A  request  for  a  waiver;  and 

(2)  A  description  of  circumstances 
justifying  the  waiver. 

(d)  An  institution’s  “own  scholarship 
and  student  financial  aid  program" 
includes — 

(1)  Any  expenditures  of  its  own  funds 
for  scholarships,  grants,  loans,  tuition 
waivers,  fee  waivers,  and  fee 
remissions; 

(2)  The  institution’s  employment  of  its 
graduate  and  undergraduate  students, 
whether  or  not  they  are  eligible  for  the 
SEOG  or  CWS  programs;  and 

(3)  Any  funds  donated  to  the 
institution  for  student  financial  aid  if  the 
institution  chooses  the  recipients  and 
the  award  amounts.  However,  the 


institution  may  not  claim  funds  from 
Federal  sources  as  part  of  its  “own 
scholarship  and  student  financial  aid 
program.” 

(e)  (1)  According  to  an  institution’s 
stated  practices,  scholarships  and  other 
student  financial  aid  given  to  faculty 
members'  dependents  or  to  institution 
employees  may  be  considered  as 
either — 

(1)  Student  financial  aid;  or 

(ii)  Employee  benefits. 

(2)  Fellowships  and  assistantships 
count  as  financial  aid  unless  it  is  the 
institution’s  stated  practice  to  consider 
the  holders  faculty  members. 

(3)  Alternatives  in  subparagraphs  (e) 
(1)  and  (2)  of  this  section  apply  to  both 
the  base  year  period  and  current 
expenditures.  Any  change  must  have  the 
Secretary’s  written  approval. 

(20  U.S.C.  1094) 

§  676.21  Transfer  of  funds. 

(a)  An  institution  may  transfer  up  to 
10%  of  its  allocation  for  an  award  year 
from  its  SEOG  program  to  its  CWS 
program  and  vice  versa.  The  institution 
must  use  the  funds,  when  transferred, 
according  to  the  requirements  of  the 
program  to  which  they  are  transferred. 

(b)  An  institution  may  transfer  SEOG 
funds  without  regard  to  whether  they 
were  allocated  for  initial  or  continuing 
grants. 

(c)  An  institution  may  use  CWS  funds 
transferred  to  the  SEOG  program  for 
initial  or  continuing  grants,  as  the 
institution  sees  fit. 

(d)  An  institution  must  report  any 
funds  transferred  on  the  Fiscal- 
Operations  Report  required  under 
§676.19(b). 

(e)  An  institution  shall  transfer  back 
to  the  CWS  program  any  funds 
unexpended  at  the  end  of  the  award 
year  that  it  transferred  to  the  SEOG 
program  from  the  CWS  program. 

(20  U.S.C.  1095) 

§  676.22  Duration  of  student  eligibility. 

(a)  A  student  is  eligible  to  receive  a 
Supplemental  Grant  for  the  period  of 
time  needed  to  complete  the  first 
undergraduate  baccalaureate  course  of 
study  being  pursued  by  that  student. 

(20  U.S.C.  1070b-l) 

§  676.23  Types  of  grant  awards. 

(a)  An  institution  may  award  only  one 
initial  grant  to  a  student.  The  maximum 
duration  of  an  initial  grant  is  one 
academic  year. 

(b)  However,  if  a  student  receives  an 
initial  grant  from  one  institution  and 
transfers  to  another,  the  Secretary 
considers  any  Supplemental  Grant 
awarded  by  the  second  institution  to  be 
a  continuing  grant. 
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(20  U.S.C.  1070b) 

§  676.24  Amount  of  grant 

(a)  As  a  general  rule,  a  Supplemental 
Grant  awarded  for  an  academic  year 
equals  the  amount  the  institution 
determines  necessary  for  a  student  to 
continue  his  or  her  studies.  However,  no 
grant  may  be  awarded  for  a  fyll 
academic  year  that  is — 

(1)  Less  than  $200;  nor 

(2)  More  than  $2,000. 

(b)  If  a  student  is  enrolled  for  less 
than  a  full  academic  year,  the  institution 
reduces  the  grant  awarded  for  that 
period  in  proportion  to  the  length  of  the 
period  of  attendance  compared  to  the 
length  of  the  full  academic  year. 

Appendix  K— Allotment  of  Funds  to  States  for  Fiscal 
Year  1972 


Alabama . $1,136,295 

Alaska . 37,532 

Arizona .  794,102 

Arkansas . 645,033 

California . . . 8,125,711 

Colorado _ 1,092,555 

Connecticut _  994,752 

Delaware _ _ 174,114 

District  of  Columbia  _ _ 568,864 

Florida -  2,066,032 

Georgia -  1,291,155 

Hawaii . 296,396 

Idaho _  320,388 

Illinois _  3,743,393 

Indiana -  1.967,198 

Iowa -  1,331,999 

Kansas -  1,082,749 

Kentucky _ 1,080,641 

Louisiana .  1,276,332 

Maine .  308,431 

Maryland -  1,168,652 

Massachusetts _ 2,758,217 

Michigan . . . . . .  3,339,267 

Minnesota _ ; _ _  <  1,663,842 

Mississippi . 863,948 

Missouri -  1,754,719 

Montana -  323,599 

Nebraska . . 713,689 

Nevada _ _  116,425 

New  Hampshire _  322,323 

New  Jersey -  1 .321 .749 

New  Mexico _  412,226 

New  York _  6,234,166 

North  Carolina _ _  1,783,607 

North  Dakota -  351,555 

Ohio - 3,568.791 

Oklahoma _  1,176,300 

Oregon - -  1,035,037 

Pennsylvania -  3,751,149 

Rhode  Island _ 393,990 

South  Carolina . 690,479 

South  Dakota _  347,053 

Tennessee . 1,398,807 

Texas -  4,038,448 

Utah -  781,127 

Vermont _ _  236,506 

Virginia -  1,293,349 

Washington - 1,525,138 

West  Virginia -  707,338 

Wisconsin _  1,916,003 

Wyoming -  151,836 

Guam .  13,218 

Puerto  Rico _ _ . _  555,030 

Virgin  Islands . . .  4,745 


Total _ _ _ 
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34  CFR  Parts  674,  675,  and  676 

National  Direct  Student  Loan  Program, 
College-Work  Study  Program,  and 
Supplemental  Educational  Opportunity 
Grant  Program 

AGENCY:  Department  of  Education. 
ACTION:  Notice  of  Proposed  Rulemaking: 
Cross-reference. 

summary:  In  this  issue  of  the  Federal 
Register  the  Secretary  of  Education  has 
promulgated  final  regulations  for  the 
campus-based  student  financial 
assistance  programs.  These  programs 
are  the  National  Direct  Student  Loan 
(NDSL)  program,  34  CFR  Part  674,  the 
College  Work  Study  (CWS)  program,  34 
CFR  Part  675,  and  the  Supplemental 
Educational  Opportunity  Grant  (SEOG) 
program,  34  CFR  Part  676.  The  Secretary 
has  however  requested  comments  on 
specific  provisions  of  those  regulations. 
These  provisions  include  the  new 
deferment  provisions  for  the  NDSL 
program,  34  CFR  174.34a,  and  the  new 
CWS  Community  Service  Learning 
program,  34  CFR  175.28.  In  addition,  the 
Secretary  requests  comments 
concerning  the  definition  of  a  half-time 
student  in  each  of  the  program 
regulations  as  well  as  on  whether 
provisions  and  definitions  common  to 
all  three  program  regulations  should  be 
deleted  from  each  program  regulation 
and  consolidated  in  one  comprehensive 
regulation  that  would  govern  all  the 
Title  IV  student  financial  assistance 
programs. 

The  texts  of  the  regulations  on  which 
the  Secretary  invites  comments  are 
published  in  the  Rules  and  Regulations 
section  of  this  issue  of  the  Federal 
Register.  They  have  been  adopted  as 
final  regulations  and  will  govern  these 
programs  until  the  Secretary  issues  new 
regulations  based  on  public  comment. 
dates:  All  comments,  suggestions,  or 
objections  must  be  received  on  or  before 
March  20, 1981. 

ADDRESSES:  Comments  should  be 
addressed  to:  Lynn  Laverentz,  Office  of 
Student  Financial  Assistance,  U.S. 
Department  of  Education,  400  Maryland 
Avenue,  SW.,  Washington,  D.C. 

FOR  FURTHER  INFORMATION  CONTACT: 
Lynn  Laverentz,  Telephone:  (202)  245- 
9720. 

invitation  TO  comment:  For  additional 
details  on  how  to  comment,  see  the 
Preamble  of  the  final  regulations  for 
these  programs  published  in  this  issue  of 
the  Federal  Register. 

(Catalog  of  Federal  Domestic  Assistance 
Numbers  84.038,  National  Direct  Student 
Loan  Program:  84.033,  College  Work-Study 


Program;  and  84.007,  Supplemental 
Educational  Opportunity  Grant  Program) 
Dated:  January  8, 1981. 

Shirley  M.  Hufstedler, 

Secretary  of  Education. 
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